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PROCEEDI NGS
ok % o ok

CHAI RVAN ENTHOVEN: Good norning. |'d
like to wel conme you to the Managed Health Care
I nprovenent Task Force. | particularly welconme the
menbers and express my appreciation for your com ng
to this lovely junior promfacility.

We' Il have a sock hop or whatever they
call dances these days after lunch. So the neeting
will now conme to order

I want to thank you very much for
comng. | appreciate your coning to Ontario and
giving up a day to do that is not easy for many of
you.

| regret the scheduling of the meeting
on the eve of YomKippur. | don't quite know how it
happened, and it created problens for our shop too.
So to accommpdat e people who need to | eave early we
plan to have a buffet here and you've got a notice in
front of your -- on your table saying that we've
arranged a | uncheon buffet that's been preordered.
And the buffet is $5 per person which is a pretty
good deal, and it will save us all the travel time of
going to sone restaurant. And it's $5 per person,
and we ask you to please pay Stephanie Kauss the
executive assistant for the Task Force. Were is
St ephani e?

MS. SINGH She's right there.

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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CHAI RVAN ENTHOVEN: St ephani e' s back
there, so if she comes around asking for $5, kindly
meke your contribution.

We have an extrenely demandi ng
schedule. This is, of course, created by the
| egi slati on and not by ourselves. But | trust from
what many people said at the outset, boy, we have a
really tough schedule to neet, so I'msure we're
going into this with our eyes open.

We have responded to it by the process
outlined in ny letter of Septenber 25. 1'd like to
review that and add sone new t houghts about the
process.

W have sent you five papers for
di scussion today, and in addition to that, we wl|
have di scussion fromtwo expert resource groups.

W hope to have a lively and
i nformati ve di scussi on of each one of the papers and
of the ERG reports. But we will not vote on any
papers today.

O her than a vote on additional meeting
dates, we will not take a vote today. And on the
nmeeting dates let nme make clear, there was sone
anbiguity in the papers that went out. Qur intent
was to authorize the possible use of three different
dates; however, our intent is merely to ask you for
one of those dates. So after we've had the formm

vote approving it, then we'll conme back and take a

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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straw pole and find out which date is | east worst for
menbers, and so our intent is to add one neeting to
t he schedul e.

We'll try to deal with that promptly so
that everyone here has a chance to vote on that. One
of the purposes of this discussion is to assist us;
that is, to assist Phil, the staff and nyself in
under st andi ng where is the majority sentinment in the
Task Force to enable us to revise the paper
appropriately to nake it possible to put before you a
paper that will receive a mgjority vote approval at
the next neeting.

So |l will be taking informal straw
votes as we go so that we can just get a sense if an
i ssue comes up to say, "May | have a show of hands?
How nany are in favor or opposed?” in order to guide
the staff in the revision of the paper. These votes
are not binding and they're not Task Force deci sions,
they're informal guidance to the staff as to howto
revi se the paper.

After this nmeeting we'll revise the
paper to reflect the discussion and then get back to
you in time for the next neeting at which we'll take
a vote, first, on approval of the paper and, second,
on each recommendation. What | propose to do is,
what ever our reconmendations, take themone at a tinme
and have a vote on them

So pl ease nmake no formal notions today.

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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We really nmust not bog down in the intricacies of
Robert's Rules of Order if we want to get this work
done. There will be opportunities for notions and
friendly amendments and unfriendly anmendnents and al
those wonderful things at a point in a future
meet i ng.

Today we do not have tine to consider
editorial coments. |'msure many of you have
editorial comments. Please wite themon the paper
and give the narked-up paper with your nane on it to
me, or if not today, in the next few days because
part of our process is going to be to recycle these
papers. | encourage people to resist the urge to
conpletely rewite the paper because we do have tine
limts for producing new papers, at the sane tine
we'll be recycling these existing ones.

We're here to discuss the mgjor
substantive issues that people want to bring to the
Task Force, so each paper will be presented briefly
and then we'll try to walk through it together. As
these papers have gone to you, they're al so going
onto the web site so that they will be available for
anyone who wants them |In fact, that's happened
virtually simultaneously with the sending out of the
papers and in the future will be sinmultaneous. W
thought this would be the nost practical way of
getting the material out quickly so any interested

groups or organi zations will therefore be able to
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coment on them as we go

Anyone who wi shes to comment is free to
do so. For any representatives of any of those
entities that are here fromthe general public today
and can hear ne now let me say that brevity is an
i nportant part of being heard. A two- or three-page

letter is much nore likely to be read than a much

| onger one. | feel sure that all the Task Force
menbers will be somewhat stressed for tinme and there
will have to be prioritization on what is read and

how carefully, so that would help a |ot.

VWhat is before you does not preclude
ot her additions or reconmendations. |If you want to
submit additional recommendations at the next
meeting, | encourage you to bring themin witing
wi th enough copies to supply the Task Force or get to
the Sacramento staff in time for themto nake copies
if you want to propose a new i ssue or new
recommendati on.

The Cctober 28th neeting will begin by
voting on the revised papers di scussed today, which
wi |l have been sent out to you in advance, then we'll
go on to have an open discussion of the papers that
will be voted on at the subsequent neeting and so on.
This process is very condensed, but we're allow ng
time for due process. We will have Task Force debate
and di scussion on each issue.

Because of the shortness of tine, | ask

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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you to make your comments conci se and not to repeat
what others have sai d except to state your agreenent
or your disagreenent.

We have about one hour to discuss each
paper or issue area today, that is allowing for a
certain amount of time for breaks and for these
opening fornmalities. Alice will keep the speakers
list. That is a list in order that she sees hands
rai sed of people who want to speak.

I will -- I would like to just make ny
own role purely facilitating, but | realize that I
will need help to explain the papers in sonme cases
since | did direct their witing and I may ask brief
questions for clarification if | sense that they're
i nportant unclarities.

|'ve asked Peter Lee to help keep track
of time and to advise us when we have 15 minutes to
go on the discussion of each paper. So anal ogous to
the 2-mnute warning in football, we'll have a
15-m nute warning which will signal to people that
we're going to have to accel erate our discussion to
meke the comrents even nore conci se and proceed to
wr appi ng up the discussion.

At the end we'll ask the presenter to
sumari ze what she or he thought they heard.

| hope we'll reach agreenent as quickly
as possible on those that we do agree on in order to

| eave time for discussion of papers and

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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recommendati ons on whi ch peopl e di sagree.

Some of our papers today mght be in
that category.

After the 15-minute warning, | wll
junmp in and ask for a straw vote on whether the topic
or point that's being discussed is one that the Task
Force believes we should continue to be discussed.

As Peter suggested, we will set a standard of five
votes for 5 minutes. |If |I amuncertain as to whether
there's support for continuing the discussion, | may
suggest a straw vote, "Is there support for
continuing discussion?" |If there aren't five people
wanting to continue on a particular topic, then we'll
try to nmove to the next one. When it conmes to
overtinme, we'll try to set a higher standard,
possibly 10 votes, to continue. No nbore M. Nice
GQuy. I'mgoing to have to be fairly draconi an here.
If there is support for continued di scussi on on any

i ssuing of a paper, we'll go into overtinme, but 1'Il
try to do it under strict tinme limts.

I f menbers want to raise other issues
not now di scussed in ERG reports, please |let nme know.
If we get approval for extra nmeeting dates, we can
schedul e di scussion. For new ideas it would be nice
to circulate the idea and relevant information in
advance so that no one is taken by surprise. 1 think
that's one of the really very inportant principles

that we want to work on is that no one is taken by
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surprise. Also we're planning an opportunity for
Task Force suggestions about issues overl ooked on
Oct ober 28.

The question has cone up: Wose paper
is the ERG report anyway? And | fear that our
process may have bruised sonme feelings. And if so, |
apol ogi ze for that.

Utimately, these will be Task Force
papers and not the papers of any individual authors.
There's nothing to prevent the authors, of course,
from publishing their own ideas in any appropriate
setting. So I've had to step in and participate in
the witing process in order to neet deadlines, in
order to try to nmake the papers coherent and cl ear,
to decide in which paper we will discuss a given
i ssue, let's say such as the dispute resolution in
several of the ERG reports, people had sonething to
say about that. And in the interests of avoiding
duplication and overlap |I've nade sone judgnent calls
about in which paper we will consolidate sonething
and to nodify the papers in a direction that | think
woul d be appropriate in order to increase the chances
of getting najority approval. For exanple, | have
per suaded some nenbers to nodify their
recommendations in a way that woul d reduce the
chances of polarizing the Task Force.

At this point, the papers have the

anbi guous status of being joint products of the ERG

11
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menbers of ny staff and nmyself, and Phil will be nore
i nvol ved fromnow on. So it's sort of a conmittee
product. And you all know that canel is a racehorse
designed by the cormittee, so we do acknow edge
that's a reality that we're dealing wth.

We're counting on this discussion to
hel p us understand the m nd of the Task Force in
order to be able to revise themto make them Task
Force papers. Phil Ronero and | will jointly take
responsibility for the final results.

This procedure is at |east as new and
challenging to ne as it is to any of you. It wll

surely cause stress, already has.

| hope and trust that you will treat
the problems with tol erance and good hunor. It's
going to take a lot of goodwill to get us from here
to there.

Now, |'Il next ask Stephanie Kauss of

the Task Force staff to call role. Stephanie?
MS. KAUSS: Just please indicate your

attendance when | call your name. Al pert.

3

ALPERT: Present.

KAUSS: Arnstead. Bowne
BOMNE: Here.

KAUSS: Conom  Decker
DECKER: Here.

KAUSS: Ent hoven.

25 55 5 P

ENTHOVEN: Her e.

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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Hi epl er. Kar pf.

Rodri guez-Tri as.

5 5 5 3 5 5 D

5> 5 5 3 5 35 3

> 5 39 2 5 DD D O

KAUSS: Farber. Finberg.
FI NBERG  Here.

KAUSS: Gallegos. G lbert.
G LBERT: Present.

KAUSS: Giffiths.

GRI FFI THS: Here.

KAUSS: Hartshorn. Hauck.
KARPF: Here.

KAUSS: Kerr. Lee.

LEE: Here.

KAUSS: Nort hway.

NORTHWAY:  Here.

KAUSS: O sul livan.

O SULLI VAN:  Here.

KAUSS: Perez. Raney. Rodgers.
RODRI GUEZ- TRI AS:  Here.
KAUSS: Severoni.

SEVERONI :  Here.

KAUSS:  Spurl ock.

SPURLOCK:  Here.

KAUSS: Tirapelle. WIIians.
WLLIAMS: Here.

KAUSS: Zarenberg. Zatkin.
ZATKIN:  Here.

KAUSS: Bel she.

BELSHE: Here.

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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KAUSS: Werdegar. Shapiro.
SHAPI RO Here.
KAUSS: Berte.

BERTE: Her e.

5 5 5 3

KAUSS: Rosenthal. Quakenbush

That's it. Thank you

CHAI RVAN ENTHOVEN:. W have just barely
achi eved a quorum Thank you very nuch for meking
the effort to get here. Nowl'd like to turn the
nmeeting over to Phil Romero.

DR. ROVERO. Thank you, M. Chairman.
First, | would like to strongly endorse the opening
remark the Chairman made with which I fully concur
Just one minor note, those of you who are interested
in keeping up with the Task Force closely can, as the
Chai rman Ent hoven nenti oned, access the papers being
di scussed today and future papers as we |l ocate them
They are on our web site. You can get our web site
either directly or through the State's hone page.
The address for the State hone page is www. ca. gov.
We are listed under -- in that honme page are links to
a variety of specific state agency sites. W are
listed under as Al ain announced properly the Managed
Heal t h Care I nprovenent Task Force.

That's all | have.

CHAI RVAN ENTHOVEN:.  Thanks very mnuch
Phi | .

Now we' || proceed to new business. The

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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first itemis discussion, an adoption of the

anendnent to the Task Force neeting schedule which is

under tab Il1-A  In order to nodify the neeting and
hearing schedule I'Il turn the neeting over to Alice
Si ngh.

MS. SINGH | think that the proposed

anendnents are pretty self-explanatory. Basically,
we sinply wanted the authority to call additiona
nmeeti ngs, and as the Chairman indicated, it's the
intention only to have one extra neeting, we're just
giving you alternatives, three alternative dates.

DR. ROVERO. Thank you. | believe all
three of the alternatives are dates that precede or
foll ow nmeetings that are already scheduled. This is
done sinply to try to minimze your travel tine. So
in essence, it would involve staying overnight to
partici pate the second day.

DR. NORTHWAY: That's not true of the
Decenber date.

DR. ROVERO. Except for the Decenber
dat e.

As a note, we do not yet have
clarification about whether the |egislature passed
the bill allow ng the rei mbursenment of Task Force
menbers for travel expenses. So pending that
clarification, |I just want you to be aware that
there's a possibility that if you -- if you vote to

stay overnight, that it might be on your nickel and

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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not the State's.
CHAlI RMVAN ENTHOVEN: Do | hear a notion?

MR, LEE: Before noving to adopt, a

coupl e of questions about the -- what's going to
happen on the nmeetings. |s that appropriate to talk
about now?

CHAI RVAN ENTHOVEN:  Sure

MR, LEE: One, just a clarification
As | understood the process we were going to try to
followis we wouldn't necessarily vote to adopt
papers the first tinme they're presented. And so
| ooki ng at the Order of Business for the 28th, in al
i keli hood we woul d not necessarily be voting to
adopt the papers that would be presented there for
the first tinme |Iike expandi ng consunmer choice,
quality information, et cetera. And just clarifying
on what's in the suggested Order of Business that
what we woul d seek to adopt woul d be papers that we
di scuss today that would cone back with revisions.

Is that correct?

CHAI RVAN. ENTHOVEN: Ri ght.

MR, LEE: So the second thing besides
adopting the tine issue, fromnmy understandi ng where
we are at the public survey, and this is -- Hattie
sent out a very helpful clarifying nmeno | ast week
that noted prelimnary data won't be avail able unti
early Novemnber.

Currently schedul ed for the COctober

16
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28th neeting is the discussion of the prelimnary
survey, and | think that that appears to be in
conflict. And given that, | think we all want to
have our recomrendati ons informed by that survey, we
need to consi der what we nove the presentation of the
survey results to and consider how that night neet
our need to revisit certain recommendations. So it's
a-- that's just a --

CHAI RVAN ENTHOVEN: Ri ght .

MR, LEE: -- specific topic concern

CHAI RVAN ENTHOVEN. One thing is this
schedule, let's say starting with my Septenber 25th
letter, is going to have to be under a process of
sonme kind of constant rolling revision as we find
whi ch papers are able to be produced and which not.
So | think your point is well taken about the survey.
We certainly don't want to have di scussi on about that
until peopl e have had a chance to -- can we just
clarify, Hattie, when will the survey be ready for
menber s?

M5. SKUBIK: Al of the data will be
finished being collected at the end of this nonth.
At that point we'll start getting prelinmnary data in
and | will share it with Task Force nmenbers. W
don't want to probably discuss it on the neeting on
the 28th because -- | nean, it's possible that al
the data will be collected by that point and they can

share sone prelimnary data.

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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I think probably the best approach is
to say that we'll share it as soon as we can. That
woul d be very optimstic that we night have tinme one
day that we can share it at that point, and if so,
we'll do it at that point, but we may share it just
inwiting prior to a nmeeting. | think that would be
appropri ate.

CHAI RMAN ENTHOVEN: Thank you

MS. BOMNE: |If | could suggest then
that it mght be premature to schedule the additiona
nmeeting on the 29th because we woul d not have as much
of the revisions in on the papers nor have the survey
data. And while I'"'mcertainly not a fan of a
Saturday neeting, if we were to extend over to the
Saturday, | would further suggest that we start
earlier in the norning since we woul d have worked
through Friday we mght as well then start early
Sat urday and perhaps have the luxury of seeing the
i ght Saturday afternoon.

CHAI RVAN ENTHOVEN: Right. | think
that's a very good point. 1In fact, as | reflect on
this | think probably anmong these dates the later the
better because what's going to happen is sone things
are going to have to get rolled forward.

Pet er.

MR. LEE: Could I -- some nove that we
schedul e the 22nd and revisit the need for the 15th,

I nean keep it on as a potential date, but hope not

18
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to use it, but schedule now the 22nd of Novenber --
the Novenber 22nd neeting and not do the October 29th
for the reason that Rebecca noted and that gives us
nmore time to have nore background material prepared.

MS. SINGH If | might nmake one nore
operational notice. Again what we're doing is we're
just proposing that you adopt these dates. |If any of
you want to amend the Cctober 29th date, that's fine.
But if you adopt the schedule with the Novenber 22nd
meeti ng and Decenber 15th, that gives us the option
of having either a neeting on Novenber 22nd or the
15th. So you have to cone back and anmend this
schedul e again if you find the need for Decenber 15
if you don't adopt.

MR. LEE: Then | would nove that we
adopt it without the 29th, but that as a matter of
our process separate fromthe public notices, et
cetera, that we anticipate in all likelihood we'll
actually do the 22nd and hopefully not do the 15th.
So it's nmoot to adopt just the second to schedul e.

CHAI RVAN ENTHOVEN:. All right. Second?

DR. KARPF: Second.

CHAI RVAN ENTHOVEN.  Thank you. All in

favor?
TASK FORCE MEMBERS: Aye
CHAI RVAN ENTHOVEN:  Anyone opposed?
MR, ZATKIN:. Alain, | thought we were
going to ask about availability. |Is that not

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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rel evant ?

CHAI RVAN ENTHOVEN: We do have two
dates now in which we could have a neeting. | think
| agree with the idea that October 29th is not a good
choice for the reasons expressed. So let's -- may |
have a show of hands as to -- let's put it
positively. Wo would be avail able on the 22nd and
then we'll do it for the 15th.

MR, LEE: Probably easier, who is not
avai | abl e.

CHAI RVAN ENTHOVEN: That's fine. Then
let's start with that.

VWho cannot conme on the 22nd? Three
cannot cone.

How nmany cannot cone on the 15th of
Decenber? Two can't come on the 15th of Decenber

MS. FI NBERG  Maybe we shoul d add
anot her date. |If this is the only tine we can put
dates in, would it nake sense to put another date in?
It may be a | ate one.

MR, LEE: Can | nmke a suggestion? 1'm
not sure why this wasn't suggested before, what about
right before the neeting on the 12th, Decenber 117

CHAI RVAN ENTHOVEN: O the 13th.

MR. LEE: Decenber 11th is a Thursday.
Can we maybe get a show of hands for who couldn't do
that one?

CHAl RMAN ENTHOVEN: Who coul d not do

20
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Thursday the 11th? One, two.

M5. DECKER: There's one over here.

CHAI RMAN ENTHOVEN: Onh, three cannot do
it. What about on the 13th? How many people could
not do Saturday, Decenber 13th? Everybody could do
t hat ?

MR LEE: | nmean, that's so close to
the 15th, why don't we just swap the 15th for the
13th? And not add another one. Rather than have
three days possible in a row

CHAI RVAN ENTHOVEN: Okay. Thanks,
Peter, that's good. W' Il just say that's a new
nmoti on noved by Peter. And do | hear a second?

M5. BOANE: Second.

CHAI RVAN ENTHOVEN:. Okay. All in
favor?

TASK FORCE MEMBERS: Aye

CHAI RVAN ENTHOVEN: Okay. Let's adopt
it. So where we are is everyone can cone on the 13th
and all but three can cone on the 22nd.

DR. ROVERO. Again, all but three of
those present.

CHAI RVAN ENTHOVEN.  All right. Shoul d
we make the deci sion now between those two?

MS. BOWNE: | thought that the sense of
Peter's notion was that we would hold both of those
dates with the idea of certainly using one, seeing

how we are progressing, then if need be, we could

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900
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al so use the other.

DR. ROVERO. And al so to suggest that
at the end of the neeting of the 28th, we'll pick
whi ch of those two because we may have nore nenbers
here who may have conflicts with one or the other,
the 22nd or the 13th.

CHAI RMAN ENTHOVEN: We hol d both dates
we see how we do, we decide on the 28th which one or
possi bly both. Oay. Thank you very nuch.

Now, the next order of business.

M5. O SULLIVAN: | don't knowif this
is the right place, but we need to have sone
di scussi on about how we're going to handle public
testimony around the various papers.

CHAI RVAN ENTHOVEN:.  Well, we're working
on a very tight schedule. W are neking the papers
avai lable. W are obliged by the Open Meetings Act
to have opportunities for the public to coment.
Somehow we're just going to try to shoehorn all of it
in, I think, asking commentators to comment briefly
in the nmeetings.

M5. O SULLIVAN: What I'mafraid of is
that if we leave it to the end of each neeting, we're
going to have so nuch inportant discussion anpongst
the Task Force that we're going to short shrift that
section. So ny suggestion is that after each paper
be all owed, whatever period of time we think is

advi sabl e for public input, nove onto the next paper.
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CHAI RVAN ENTHOVEN:. Okay. Al right.
We'll do it that way.

MS. FINBERG Can | ask a question
about the availability. Are -- it was ny
under st andi ng that these papers becanme avail abl e when
a notice of the neeting and the agenda goes out so
that these draft papers were available to the public
when they were available to us. But | was told by a
reporter that he was told he couldn't have the
papers, they weren't avail abl e.

Is that right or not?

MS. SINGH: The papers were nade
available to the public when they were sent out to
the Task Force menbers. And so it nay be that the
reporter called before the papers were sent out to
Task Force menbers. But once they're mailed out to
Task Force menbers, they beconme a public docunent and
they are accessible to all individuals. W've nade
them avail abl e on our web site as well to ease that
availability to nmenbers.

MS. FINBERG  Can you give out that
address because the one given out before is wong.

MS. SINGH  Qur hone page address is
extrenely long. So what | would suggest is that
peopl e access our web page by going onto the
California Home Page which is in all |ower cases
Www. ca. gov. And there's an al phabetical |isting of

all the State agencies and just scroll down and under
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"M they' |l see Managed Health Care | nprovenent Task
Force. They'll just click on that, and it's pretty
sel f-explanatory. |If anybody has probl ens, they can
call our office and we'll be happy to help them
|locate it on the web page

MS. SINGH  Thank you

MR, LEE: May | conment briefly on the
outline of the report which | very nmuch appreciated
comi ng around. | recognize it's very much a work in
progress. One of the things that | westle with is a
| ot of the issues do cut across different groups.
And just to sort of affirmthat this is a working
outline that -- some of these topics may get nerged
or shifted around and this is sort of a starting
poi nt . The ot her suggestion is that
under Background C which is "Cbservations of the
Public Perceptions,” | think it would be a wonderful
thing, and | know staff hates hearing Task Force
menber s suggest wonderful things staff m ght do, but
to incorporate in that section a summry of the
public testinmony we received in some way, at the very
| east to acknow edge as part of this report that
we' ve held "X" nunmber of hearings that were
specifically oriented to get public testinony, we
received coments from 150 people. It's not
representative necessarily of what is reality, but to
do some effort to summarize who we've heard from and

not in a -- whether it's bullet or here are sone of
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the trends of issues. | think that would be a

hel pful piece that could al so be shared at the sane
meeti ng we have shared with us the results of the
public Task Force survey.

DR. ROVERO. Chairnan, just a brief
not e.

Excel l ent suggestion. [|'ve al ways
viewed -- as |I've seen it, we've been receiving
public input fromtwo basic sources. One are
i ndi vi dual pieces of input through testinony and
witten products and the other is a nore structured,
nor e aggregate set of input through the survey. W
need to have a section that covers both. So we'll be
sure to produce it.

CHAI RMVAN ENTHOVEN: Peter, | agree,
that's an excellent idea. The testinony we get from
the public, actually those reflect an inportant
reality. |1'msure what you nmeant was it doesn't
reflect a stratified random sanpl e of the popul ation
at large which is why we need to do a survey as wel
as listen to the testinony of nmenbers of the public
who have come to speak to us. But we are working on
t hat .

MS. SEVERONI :  Agree.

DR. RODRI GUEZ-TRIAS: | agree totally
with that idea. Also | think we've received sone
very substantive material and particularly Tony, Any

and | who have been working on vul nerabl e popul ati ons
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have received some very substantive materials from
specific of constituency groups, particularly people
with disabilities who are very well organized and
forma very inportant part in consunmer input into
shaping health care. And | thought that we m ght
|l ook into including some of that as well. | don't
know where it will fit in, it nmay be an appendix, in
our case there nay be some we can incorporate
directly in the ERG paper

CHAI RVAN ENTHOVEN: Right. Thank you

MR, LEE: To follow up on that, | think
it would be great to catal og what we've received and
maybe about the part of the report that gets
distributed will be so vol um nous, but we've received
expert testinony as well, it's the third thing that
we' ve consi dered besides the public testinobny so
everyone knows as a matter of public record what
we' ve considered to nmake our recomendation, so
here's the full range of people we've heard from as
wel | as the background material .

CHAl RVAN ENTHOVEN:  Di ane.

MS. GRIFFITHS: | have a general issue
that 1'd like to raise

I was surprised when | got the papers
-- | had expected that the papers --

CHAI RVAN ENTHOVEN:. Di ane, coul d you
speak up.

MS. GRIFFITHS: Sure. | was surprised
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when | received the papers to find that there were --
some of them were authored by people who | gathered
were staff menbers of yours or staff nmenbers of yours
and | don't have a problemw th that, but these
resunes of the Task Force were circul ated to us, and
to the extent that people who are unknown to the Task
Force are authoring these papers, nmany of them
i ncl ude statenents, which is an ongoing problemto
me, that factual statements wi thout any supporting
docunent ation, was footnoting of sone stuff but other
points are not footnoted. And | certainly appreciate
getting the resunes of people who are authoring the
portions of the report.

CHAl RVAN ENTHOVEN: Sure. We'd be
happy to supply that.

Any other? Al right. Then we'll
proceed.

The next order of business is to
di scuss the five draft papers and then the ERG
reports. So we'll proceed along the lines that |
i ndi cat ed.

Peter, we'll call it 9:20 now, we'll
hope to get through the first paper in an hour.
We' Il begin with the discussion of the Health
I ndustry Profile paper. Sara, are you going to --
Margaret is going to present that.

I'd like to introduce you. This is

Mar garet Laws who works for us. She has a degree in
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public policy, went to Kennedy School, graduated
Princeton University, experienced in health care
policy work. Thank you, Margaret.

MS. LAWS: | want to try to keep the
health industry profile piece as brief as possible.
This is a background paper. This was a paper that
was designed to satisfy the Task Force requirenent
that we present a background on the health insurance
i ndustry, howit's evolved and the state of health
care in California today. What we've done in the
paper is try to present a historical context of
managed care, how there's been growth in rmanaged
care, give a brief overview of the regulatory system
that governs insurance and managed care, define sone
of the major industry terns and structures, present
sonme of the primary challenges and objectives of
managed care as we think about inproving rmanaged
care, and then discuss sone current industry trends.

Soit's a fairly tall order, and we are
trying to keep it to as nuch of a background docunent
as possi bl e.

I"mjust going to kind of run through
the sections of the docunment very quickly, and then
think we can just nove to discussion and suggestions
fromthe Task Force nenbers about inprovenents or
changes.

We're basically running through a

hi story of managed care, |ooking at the

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900

28



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

pay-for-service systemthat proceeded nmanaged care,
the passage of the HMO Act in '73 and then nove
through the '80s cost pressures that forced a spread
of managed care across the country, and then go into
a description of major industry terns and structure,
and then we basically define the industry as a
four-tiered structure of purchasers, consuners, pairs
and providers.

We'll then go onto primary chall enges
and objectives where we highlight integrating a broad
range of previous independent entities across a range
of a sort of immigration |aws as the primary
chal l enge of an effective managed care system W'l
al so | ook at the operating systens as a rea
chal l enge and one of the places where peopl e have
noted failings or shortcom ngs in managed care.

Moving into industry trends. W |ook
at trends in utilization. The nmanaged care novenent
that's reduced hospital -bed days has inpacted the
physi ci an supply and has forced a shift in the
conposition of the health care work force. And there
we're | ooking at the increase and preval ence of use
of APMs and physician's assistants, pure specialists
in training progranms, that's really addressed in the
acadeni c nedical setting and the begi nnings of sone
nore integrated primary care prograns.

We al so touch in this industry trend

section on coverage on the nanaged care system
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focusi ng on covering a broader range of issues in
health care than fee-for-service previously had.

We al so | ook at the fact of how many
services are being carved and certainly treated not
necessarily as part of the integrated system And we
note here that long-termcare has al so been an area
that hasn't been integrated.

Looki ng at the industry structure, the
expansi on of HMOs through the '80s and then a
significant consolidation of the industry, |ooking at
mergers both at a horizontal |evel and vertica
| evel .

Finally, we ook into the area of tax
status where we look very briefly at the shift from
not-for-profit to for-profit status. And | think
this is obviously an area where there could be a | ot
of discussion. What we tried to do was really just
present there hasn't been definitive studies on
quality of care differences between not-for-profit
and for-profit organizations. The studies we' ve seen
really focus on hospital -care popul ati ons and on very
specific factors, but don't really address on a
systemwi de level tax status as a quality indicator.

So what we'll try to do here, as
said, is just give a very brief overview, introduce
some of the terns and concepts that we're using
t hroughout the other papers and hi ghlight sonme of the

i ssues that we're addressing in the Act. This is a
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passi ng paper, there won't be reconmendati ons.

CHAI RVAN ENTHOVEN: Do Task Force
menbers have coments?

DR. ROVERO | do. Just one brief
clarifying conment picking up on sonething Mrgaret
said in her introduction. Menbers that were called
at the legislation establishing this Task Force
required that we do basic report findings in about,
if I recall, five categories. So there are five
papers or sections that we're statutorily required to
do.

The paper you just heard about is the
first of those. As Margaret said, we had envi sioned
these as being primarily factual descriptions of the
i npact of the managed care on particul ar popul ati ons

or neasures of public policy objectives.

The recomendation will cone in
separate papers you'll be hearing about.
CHAI RVAN ENTHOVEN:  Thanks, Phil. Yes,

Pet er.

MR, LEE: One of the things that we
tal ked about trying to do is to nove the discussion
to ask if the people have suggestions or conments
about section by section so executive sumuary first
and then nove on to another section rather than
necessarily being across the board do peopl e have
coment s.

CHAl RMAN ENTHOVEN: Let ne suggest we
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bypass the summary and get down to the materia
itself and then the summary will, of course, be
revised to reflect that.

Dr. Glbert, did you have your hand up?
Oh, Alpert. Dr. A pert, go ahead

DR. ALPERT: This is just a question.
On page 6 at the bottomit refers to "a nore in-depth
anal ysis can be found in the Task Force's 'Regul atory
Envi ronnment Report.'"

Does that refer to material we've been
given in the past where we've had a summary, or is
that a forthcom ng?

CHAI RVAN ENTHOVEN: That's a
forthcom ng paper. W had an oral presentation by
Phil in Gakl and.

DR. NORTHWAY: | just wondered as
went through this, maybe | missed it, there's nothing
in this paper that tal ks about during the sane tine
period any relationship to the nunber of people that
are uninsured and | wonder if that should at |east be
put into this overall to say that this is one of the
problemthat's been energing lately, whether it has
to do with managed care or not, but there are
obvi ously the increased nunber of uninsured when we
have the | owest unenploynment rate that this country's
seen in a long tine.

CHAI RVAN ENTHOVEN: So the suggestion

is to add a trend. W have uninsured in 1994, but to
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stretch that out as a trend. Ckay.

MR, LEE: One of the things | noted
earlier is that I had witten, and I will give you
coments about questions, about cites, support, but
I"l'l try to restrain nyself fromnoting. |'ve got
two broad issues, one is | think there should be nore
di scussion here with the world nedical group fromthe
i ndustry. | think that's really m ssing here when
read through here about the grow ng inportance of
medi cal groups nunber, first.

And second, specific comment, page 4,
the top of page 4 tal ks about the |l ack of oversight
in the fee-for-service system And one of the things
that comes up in a nunber of papers is the fee for
service conpared to managed care, and | get somewhat
nervous about some of those. If we aren't going to
do a very full description about what really was
there under fee for service, it sonewhat becones a
straw man in sonme ways or a straw person.

And the -- in particular, | think that
we need to acknow edge that under any systemthere
are a nunber of quality-assurance mechani sns that
al ways have been in place and need -- and are stil
in place such as peer-review processes, the nedica
review, the certification process of physicians,
litigation, the access to the courts, which of course
is very different for different people. But those

are different elenents of quality assurance that |
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think we need to acknow edge.

CHAI RVAN ENTHOVEN: What page were you
t hi nki ng?

MR, LEE: Top of page 4. 1It's noted

that providers had -- it said, quote, unquote, "no
oversight or quality-assurance nechanism" And
there's a lot of debate about how effective
qual i ty-assurance nmechani sns are today and have been
in the past, but there have been quite a few, there
were 10 years ago, there are now, and there are the
different ones that we need to acknow edge.

CHAl RVAN ENTHOVEN:  Okay.

MR, ZATKIN. Comment in terns of the
regul atory overview, and | don't know whether it
bel ongs here or it belongs in a subsequent paper.
But | believe it's very inportant to communi cate what
the baseline is with respect to regul ati on of managed
care. And | don't think -- | haven't seen that done.
And as we nove into other papers we tal k about the
role of the government and so on, | think we did get
an overvi ew from Conmi ssi oner Bishop early on who
i ndi cated that the degree of regulation is quite high
and there are also federal -- federal regulations
apply in sone cases. And | think we ought to present
a baseline, what is currently being regulated with
respect to managed-care plans. So we show that we've
consi dered that.

DR. ROVERO. Steve, just to respond
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There is a paper which the Task Force saw in very
early format the neeting in Gakland which pertai ned
to my oral presentation which tried to describe who
does what about the federal and state |evel providing
a basic baseline as the background for the regul atory
organi zation that we have. And we have a probl em
it's a category problem But we'll try to -- we can
try to assure that its -- that its context is

provi ded for this paper as well.

MR. ZATKIN. And | think it should be
in a fair amunt of detail because many of our
recommendati ons address issues that presumably are
not addressed in clear terms of what the baseline is.

CHAl RVAN ENTHOVEN:  Your idea is on
page 7 where we've tal ked about overvi ew of
California's --

MR, ZATKIN: |I'mnot insisting it be
here. | think it needs to be a clear discussion of
the degree of requirenment that are applicable to
managed- care pl ans sonewhere in our report.

CHAI RVAN ENTHOVEN:  Okay.

DR RODRI GUEZ- TRI AS: | guess ny
remarks are along the sane |line but speaking to the
nati onal trends and some of the influences of what's
happeni ng in the national picture on the devel opnent
of the structures in nanaged care in California. 1'm
not sure whether we're going to include sonme of that

in the introduction which nmght be quite appropriate
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and not necessarily stand in this particular section,
but I'mreferring to the nove towards standardization
of benefit packages, the inpact of the H CFA
regul ati on and financing on the shaping of it, that
is things that are happening at another |evel but
i npact on the state the growing trend to legislate
segnents of the industry and so on. | don't know.
Cont ext .

CHAI RVAN ENTHOVEN. Okay. Dr. Al pert.

DR. ALPERT: Two things, with regard to
Peter's coments before about the fee-for-service
issues. | think it's fine as part of a background to
say what it was and then what evolved. One thing
that I would voice that | think we ought to try to
avoid is the thene that recurs in discussions, and
that's the conmparison. W weren't asked, | believe,
to conmpare what we have now versus what was. W were
asked to anal yze what we have and try to make that
better if we decide that it needs to. And I don't
want to confuse the issue about the conparison versus
leaving it as part of the evol ution

My second conment has to do with what
Dr. Northway brought up. Unless I'mwong, | believe
in the background one of the ainms or hopefully side
benefits of devel opnment of managed care as we know it
now is going to be a dividend that was going to help
pay for this problem of the uninsured, which of

course was the thing that started with the Cinton
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plan. And that's really not nentioned at all. And
just in -- sinply in ternms of the background
acknow edging as Dr. Northway said that that was a
bi g problem one of the hopes of the benefits of
managed care was going to be to try to help that by
virtue of the managed care dividend, if you wll.

And then whet her or not we want to
anal yze that is another issue.

CHAI RVAN ENTHOVEN. Let's -- |'mjust
trying to take that onboard here. | can understand
adding a trend fact to the uninsured.

Wth respect to the dividend, it's a
little -- well, we need to think about that, is there
a dividend fromcontrolling the cost.

DR. ALPERT: Not going in a specific
direction, just in ternms of background as to | ooking
at the whole picture.

CHAI RVAN ENTHOVEN: Yeah. Wth respect
to the first question you raised, in part to explain
managed care and why it happened, we do have to talk
about it, the explanation has to talk about what was
unmanaged care or whatever we want to call -- which
we usually refer to the traditional insured

DR. ALPERT: | think that's
appropri ate.

MR. ZATKIN: | think that -- if | could
coment on that point too. While the purpose of the

Task Force is not to conpare nanaged care to
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fee-for-service, in evaluating the perfornance of
managed care, one would need in part to consider
relative to what? And so while we want to inprove
it, we may al so need to | ook at the contribution, and
those relate primarily to what was before

CHAI RVAN ENTHOVEN:  Yeah. | do think
that's necessary. But is that clarified?

DR. ALPERT: | think that's fine. But
I think we were asked to take a snapshot of what we
have and see if we think anything is wong with it,
and then make reconmendations as to howto fix it.
And so | don't think things are -- | don't think the
conparison is a bad thing to do, but I don't know
that it addresses -- what | think they' re |ooking
for -- there's a ground swell of activity that's
produced this, and they'Il like help with it to avoid
continued | egislation.

CHAI RVAN ENTHOVEN: Right. Okay.

Let's see, Dr. Glbert.

MR, G LBERT: | had two specific
suggestions to address Peter's points. The first one
is your point, Peter, about physicians and their
changi ng and the oversight. Under the
fee-for-service area, page 3, | think if you put a
paragraph in that gave a brief description of the
typi cal or physician practice or set up in the days
of whatever we're calling it, unmanaged care, fee for

service, and | think if you do that and made bri ef
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coments about oversights which are certainly
hospital beds to oversi ght has al ways been present,
pretty significant, | would pause that the individua
practitioner oversight in those days was pretty

m ni mal compared to the | evel of crendentialing and
so on that occurs now. | think if you could just do
a paragraph or so outlining that and then do the sane
thing back near page 18 or 19 all you -- the only
time you tal k about |PAs, nedical groups, is in the
context of an HMO delivery system And | think what
you need to do is tal k about what has happened to the
physi ci an practice in terns of devel opnent of

i ntegrated nedical group and | PAs. That woul d then
segue way into showing their inmportance and role in
the managed care

| think if you did those two things,
you woul d have the context of how physician practices
have changed and what that nmeans in terns of
over si ght and rmanaged care.

M5. SEVERONI: One of the elenments |
find mssing in this paper which may go back to this
fee-for-service versus managed-care di scussion we're
having here is | don't see it starting off with an
overriding set of principles. | see it talking about
techni ques and structures. But there are sonme very
specific principles that gui de how nanaged care is
structured for one noving fromthe care for an

i ndi vidual to | ooking at the care of a popul ation.
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And | think there are very specific principles and
val ues that shift when one is |looking at focusing in
on the care of individuals all the tine as opposed to
| ooki ng at the care of populations. And those things
shift whether you're a consunmer or whether you're a
provider and | think there are a variety of
principles in there, that probably is where we ought
to start this paper. Because even if we don't want
to conpare fee for service, managed care shoul d be
gui ded by a set of principles. And we should be
meki ng deci si ons about how structured practice and
techni ques based on those principles and I would Iike
to see that outlined on this paper

CHAI RVAN ENTHOVEN: | agree with the
statenent we ought to have systens governed by
principles. If you're trying to describe what
happened, one of those basic facts of the American
experience with health care is the | ack of agreenent
on principles. You know, | mean this kind of al
happens when -- so |'mjust having trouble thinking
how would I wite, you know, these were the agreed
upon principles before, now these are the agreed upon
principles, when, in fact, there's been just
tremendous diversity of views as we've seen them when
anybody's trying to performneatly.

MS. SEVERONI: Sure. And | totally
agr ee.

CHAI RMAN ENTHOVEN: This is kind of a
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descriptive -- normally a paper, this is what it
ought to be. But | do understand and we can do this
to say one of the things about the fee-for-service
systemis the focus was on the right of physicians to
practice in an unrestricted way and to deal one on
one with their patients and the whol e point of view
is versus the managed care there is nore of a focus
on popul ation based. W can bring those ideas in.

M5. SEVERONI: | would like to see this
because | think that grounds on what we're doing and
if indeed we don't have principles to guide this
system then naybe one of the recommendati ons we need
to make is that overall we probably do need to have
di scussion to identify those principles and include
the public in the dial ogue and nmake sure that those
princi ples guide the system

CHAI RVAN ENTHOVEN:. Okay. Di ane
Giffiths.

MS. GRIFFITHS: Sone of ny concerns
have been expressed by ot her speakers, but | too
believe that there's too much di scussion of fee for
service and criticizing it in detail, and in many
pl aces, not just in this paper, in ways that are not
supported by sone fairly specific cases that are not
supported by footnoting. And | for one, absent sone
nor e evi dence, subscribe to some of this persistence
that we're all well aware that nmanaged care is

devel oped as a reaction to fee for service and
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therefore it obviously needs to be discussed and in
that historical context. But if we're going to go
into a specific point in time and count criticisns of
sonme of the specifics other than the cost of fee for
service, which fromny perspective is one of its nost
obvi ous throwbacks and the reason managed care
devel oped, in fact, | couldn't subscribe to sone of
these detailed criticisns of fee for service w thout
nor e evi dence.

CHAI RVAN ENTHOVEN. Okay. Peter Lee.

MR, LEE: Very briefly. | think one of
the things that Steve's coment brings to mind is
there's not enough, in sonme ways, conparison wthin
managed care. And that in ternms of -- | nean, one
thing in this paper, and it conmes up less in others,
is the fact that there's a broad spectrum of types of
managed care organi zati ons and within different
structures PPCs's aren't really tal ked about nuch in
here, and that's a -- one of the things we tal ked
about in the first neeting is our charge is not the
HMO Task Force or a particular type of HMO Task
Force. Managed care, which I think we all agreed, is
for the vast mgjority of Californians has a w de
spectrum The spectrumis acknow edged. But talking
about those conparisons as being nore inportant to ne
than the pure fee for service which is increasingly
nonexi st ent .

CHAI RVMAN ENTHOVEN: Ckay. Helen

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Rodri guez-Tri as.

DR. RODRI GUEZ- TRIAS: Maybe to put a
final word on the fee for service as a straw person
as was nentioned. | do think that when we ask the
question as conpared to why, the question ought to be
as to conpared to neeting the health-care needs of
the population. And | think that's one that has been
very limting, | would say it's been a very limting
scenario in terns of how we've worked that we have
been consi deri ng managed care and the population it
serves strictly and not |looking at the totality.

So I think that notion of making the
framework the effect on insurance and the uninsured
and then | ooki ng at managed care within itself as
nmeeting the health needs of the population it serves
rather than | ooki ng at what m ght have been or what
was before.

CHAI RVAN ENTHOVEN:. Okay. Thank you
Bar bar a Decker

MS. DECKER: | think I'm echoing a
little bit what's been said before. But | wanted to
go alittle bit further in that in our experience as
an enpl oyer working with how health care is delivered
today one of the key issues for us is how much is
del egated to nedical groups and | PAs fromthe medica
pl an structure. And several people have nentioned
descri bing nedical groups in greater detail, but I

think this current drive to del egate and/ or maybe the
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medi cal groups are asking for the responsibility
along with the noney, that that's a dynanic that
needs to be at |east described and/or elimnated in
some way because | think it's creating frustration
froma consuner's point of view because they don't
know who to go to to get help, et cetera.

And along with that is the -- | think
this was a very hel pful chart show ng the pacman
aspect of the health plans becomi ng smaller and et
cetera -- not snmaller -- larger, fewer. But | wonder
if it's worth taking the effort of showing a little
bit of what's happened in the nedical groups also
because this is certainly having an inpact at [ east
in Southern California which I'"mnost famliar with
You know, every day | turn around and find out
there's fewer groups and fewer entities to talk to.

Now | wanted to clarify one thing. |If
we see things in here that we think perhaps they're
not an inportant factor but we think they m ght be
m sstatements, are we just supposed to wite on the
docunent and give it back to the author? 1Is that the
process?

CHAl RVAN ENTHOVEN: That woul d be
hel pful. 1'mjust concerned about the availability
of data on nedical groups. Do you know --

MS. DECKER: There are a coupl e of
organi zations, N TAC, the national, and the successor

organi zati on of AMGA
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CHAI RVAN ENTHOVEN: Right. Thank you
Br uce.

DR. SPURLOCK: Thank you, M. Chairman

| just want to agree with Brad
Glbert's idea about getting key information on
medi cal which I think I would Iike to expand on that
i ssue and echo some of Barbara's conments.

I think it would be very illustrative
for this group and for this paper to tal k about the
di fferent ways nedi cal groups are managed. For
exanple, there's the MSO nodel and the PTM nodel i ng.
Practice managenent is extrenely different than
contract nanagenent and fee-for-services operation.
So | think it would be useful to include those types
of differences. And | think it really illustrates as
was pointed out in the article in the "New Engl and
Journal " that these structures are at |east as
i nportant as the way managed care is played up, and

actually there's probably 2,000 variations on the

theme on those structures as well. | think pointing
those things out would be illustrative. | think that
there will be less informtion about who's using

whi ch nodel, even though we try to get sone nedica
group information, who's using which nodel and those
types of things changes fromday to day in the
medi cal group arena

| also would like to make a second

point, and it's a specific one, and it's -- ny area
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of expertise is in the health-delivery system and it
deals with the whole notion of excess capacity. And
that was pointed out in the summary and then on page
22 through 24 or 25. Sonmewhere in there it talks
about hospital excess capacity and physicians supply.

And the anal yses that was poi nted out
in the paper are conpletely accurate, but they're
i nconpl ete. There are other analyses that do the
same thing. | think it would be useful to have a
bal anced vi ew poi nt and di scussion or debate on these
two i ssues because | think there's been a | ot of
wor k. The Council on G aduate Medical Education is
only one report about the nunber and types of
physi ci ans that should be out there. The Pugh Health
Foundation published a report, the Institute of
Medi ci ne published a report and there's been severa
anal yses shoul d we have 50/50 benchmark for
specialists and primary care. And | think that is an
inportant thing to point out. There is sone
variation on that theme and there is this notion I
think we ought to agree on, but how nuch and how
severe it is needs to be pointed out in the paper
just to provide a bal anced viewpoint so that it's
conplete with the analyses that's out there

And the sane on hospital bed supply.
If you look at the analysis that's included in the
footnote, while it's highly accurate, it's only one

of the types of analyses that could be done to talk
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about how nmuch hospital supply we really need. And
that's the question | ask people when | go out and
work in the field, how nmuch excess capacity do we
really have? | think it's a huge issue that we need
to deal with both in this panel and in the future.

DR. ROVERO.  Fol | ow up question on the
first of these two points about the nedical group
managenent nodels. Let's say we have one and one and
a half. Wiat would we do with that information, and
I want to understand, you know, the -- | want to
understand the context in which you think it's
i nportant so that we bear in mnd when we do the
write-up.

DR, SPURLOCK: Well, as you've outlined
the different HMO or managed-care types of PPl, the
PCS, | think it's sinmilar if you can identify the
di fferent physician-nodel types and | think you can
al so tal k about the trend and the inpact and where
that may have a role in the way nmanaged care is
practiced in California.

For exanple, in an MSO you really only
have contractual ways to control physician behavior.
And in practiced managenent role there is a different
| evel of control at the physician [ evel on how a
physi ci an practices. And in fact, it nay be nore
accessible to sonme people. The fact that they're not
necessarily financial in the sense of a contract,

they may control the behavior, but actually
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utilization patterns, conmmttee neetings that they
have to attend, other things that nay be nore
acceptable to sonme fol ks as far as how we actually
control utilization and cost and delivery of care in
Cal i forni a.

DR. ROVERO. Ckay. Thank you.

CHAI RVAN ENTHOVEN:  Jeanne Fi nberg

MS. FINBERG  Yeah. | agree that we
need nore informtion about nedical groups. And
anot her area that | would like to see devel oped nore
is this section, of course, on consuners on page 20.
This is an area where the change fromfee for service
to managed care is not well described, and | think
it's very inportant to describe what the change is
and to describe industry fromthe consuner point of
view to address what sonme of the chall enges and
probl ems are and issues that have been docunented as
areas of concern to consuners. The cost issue seened
to be identified, but not sonme of the navigationa
i ssues and access issues that have been repeatedly
identified.

And then finally on issues of
accountability, and | think that it probably goes
into this paper although it may be devel oped nore in
ot her papers. But fromthe consuner perspective how
accountability is achieved and, you know, fromthe
very small area all the way up to liability issue,

that seens like it should be outlined in this paper
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as the state of the industry.

CHAI RVAN ENTHOVEN:. Okay. Thank you

DR. ROVERO Ron Wi ams.

MR. WLLIAMS: Yes. A few coments.
The first one | would like to nake is very
specifically needing to sort of describe the
regul atory baselines as it relates to the
accountability to nmenbers, the accountability to
products, the accountability for accessibility for
quality and for financial sovereignty and that's the
accountability for various regulatory agencies and |
think having a very descriptive baseline would be
very hel pful

The second thing is that in the
description of the delivery system | found that
there was sone opportunity for inprovenent around the
consuner features of the various delivery systens.

For exanple, | don't think it's well
descri bed how the consuner benefits fromthe
tradeoffs that are made in noving fromfee to service
to the PPGCs environment. For exanple, the nenber is
getting the benefit of the negotiating di scount
that's taking place. Typically the health-care
provi der agrees to certain consuner features such as
subni ssion of all clainms and paperwork. There al so
is typically the agreenent to abide by that fee
schedul e and not bill the nenber additional costs. |

think there's some very substantial consuner features
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that are not accurately described.

| think another issue in terns of the
i ssue of the uninsured is that this docunment in our
worl d cannot solve the probl em of the uninsured, but
| believe we need to be mindful of the degree to
whi ch our actions either help increase or decrease
the severity of the problens. So | think because we
can't solve it, we shouldn't be inplying the inpact
of our actions or the problens.

The other thing | think would be
hel pful is the data on consuners have historically
participated in their cost of nedical care over tine.
And | think if you go back, the studies you get are
that consunmers are paying a snaller percentage of
medi cal expenditures over tinme partly depends when
you start. |If you start at '86 or '87, you pay nore.
If you're going back to 1960 or so, you pay |ess, and
I think a descriptive data on that would give us a
broader historical context.

The next conment is really around the
medi cal groups and | think the answer to the question
that Phil asked about what would we do with priner on
this. One of those is nake some comments on the role
of nedical groups as it relates to clinical quality
management processes to the customer service features
that medical groups and | PAs play for a |ot of nenber
service that they nmentioned were responsible for.

And also to the financial solvency and stability
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questi ons.

The final conmrent | will make is around
consolidation. W' ve tal ked about information on the
consolidation of nedical group and IPAs. And | think
there's also some interesting informati on on
consolidation of the RAR Health Care Systens, groups
like Cal HealthCare West and Sout hern System and
ot her systens. But | think when you think about the
systemthere is good descriptive information
avail able on the nergers and affiliations that have

gone on in the past three or four years here in

Cal i forni a.
CHAI RVAN ENTHOVEN:. Okay. Thank you
Martin Gall egos.
HONORABLE GALLEGOsS: Thank you

M. Chairman. | wanted to comment on a section in

the report, and | wanted to take exception to sone of
the coments that were nmade in the report,
specifically on pages 4 and 5 -- I"'msorry, 3 and 4
under the fee-for-service section. There is what |
believe to be a very strong negative slant to the
coments in that particular area, particularly with
regards to the role of the physicians in the
fee-for-service system It's a pretty blatant
inplication here in sonme of the statenents that the
notives of the doctors who are working in the
fee-for-service systemwere predoni nantly notivated

by economi cs and not by the practice of good-quality
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medi ci ne or health care.

One line, specifically, that junps out
at ne says, "Physicians predonm nantly operated sol o
practices and relied on referrals and persona
rel ati onshi ps for new business.”

There's no addressing the issue
that -- there are no comments to say that providers
flourished in private practice under fee-for-service
because they practiced good nmedi ci ne, and that
referrals were made to specialists because
specialists treated those physician's patients with
good-quality care.

As one who's practiced under the
fee-for-service systemin the past, if I were to nake
a referral of one of ny patients to a specialist and
get a negative report, that's the last tinme 1'll send
a patient to that specialist. But I will |ook for
specialists who are providing good care to ny
patients much as ny patients, hopefully, would refer

and continue to come to me because |'m practicing

good-quality care. It's not because the nore
patients | see the nore | can bill or the nore
services | can provide the nore | can bill and the
nmore | can get reinbursed. |'mnot denying that that

didn't exist, but if we're going to make a bal anced
presentation on fee-for-service, we shouldn't, |
think, put this sort of negative perception and | ead

i ndi vidual s to conclude that doctors were not
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noti vat ed under fee-for-service and couldn't flourish
under fee-for-service if they didn't generate their
own internal referrals as opposed to just practicing
good nedi ci ne.

And if possible, | don't knowif we can
make comrents as specific as asking that that
particular line which | read be struck fromthe
report so that there isn't that perception painted to
the general public that doctors in the
fee-for-service systemonly operated -- were only
able to flourish because of econoni c consensus.
That's what | would |like to request.

CHAI RVAN ENTHOVEN. On top of page 4,
"physi ci ans predoninantly operated solo practices."

That's factual. Correct. "Rely on
referrals and personal relationships for new
busi ness. "

HONORABLE GALLEGOS: O if we could
just add in there then another sentence to just
bal ance that, say, sonmething to the effect that, you
know, we have to put sonething in there that says

that, you know, to practice good-quality care they

were al so --

CHAI RVAN ENTHOVEN.  Yeah. Ckay. |
mean -- | don't understand how we can do that, yeabh,
all right.

DR, SPURLOCK: | just want to nake two

clarifying points about sonmething | think we need to
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tal k about, going back to the nmedical group issue and
sonme of the comments about consolidation

| think it's inportant for the report
to reflect that the consolidation in the
medi cal -group area is different fromconsolidation in
a hospital and nanaged-care organi zati on area and
there has been significant trades and not necessarily
consolidations as we typically think in a merger or
acqui sition.

In the Sacramento area Foundati on
Heal t h Medi cal Group sold the group or transferred
the group over to FPA. Med Partners backed out of
San Jose because of growing |IPAs net in the South Bay
ar ea.

So | think it's not necessarily been
the sane kind of consolidation. | think we need to
hi ghlight that in the paper when we tal k about
consol i dation of nedical groups.

The other thing | want to say about
medi cal groups is in responding to sonething that
Bar bara sai d about, you know, actually asking for
taki ng over sonme of the control for the financial and

delivery standpoint, and | would say, just as a

phi | osophi cal statenment, that nost medical groups I'm

aware of have actually wel comed the notion of taking
back the delivery control of their patients, both
froma financial and delivery standpoint and that

they like that because it gives thema greater |eve
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of autonony and actually nore input on ways to care
for patients. So | think it's been wel coned from
those nedical groups and | think we need to refl ect
that positive change from a physician standpoint in
the di scussi on about these groups.

CHAl RVAN ENTHOVEN: OKay. Maryann
O Sul l'ivan.

MS. O SULLIVAN: A few things: |[|'ve
got sonme conments that are a little bit like
Dr. Gallegos' that have to do with how things are
characterized on page 3. The primary chall enge
facing the systens have to do with integrating
entities and, | nmean, | think |I've already chall enged
heal t h-care financing and finding care for the
uni nsur ed.

So places like that maybe we can send
coments in to you. Does that nake sense?

Anot her one that | wanted to highlight
today is on page 4 and on page 26 is a little
di scussi on about mental -health benefits and it
characterizes it as a very positive sunny thing
that's happened in terms of nmental health for people
in managed care. | don't think that's the case. |
think there are a I ot of concerns about what kind of
care people are getting and so on. So | object to
that characterization and ask that --

CHAl RVAN ENTHOVEN:  Where is that?

MS. O SULLIVAN: On the top of page 4
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and then on page 26.

At least, if there'd be a bal anced
di scussion of what's happening with nmental health --
the benefits.

On page 26 under "covered services"
where it says --

CHAI RVAN ENTHOVEN: " Cover age of nental
heal th and substance abuse services has been
i ncreasing."

Well, are you saying that's not the
case?

MS. O SULLIVAN: If | read that |
think, oh good, things are getting way better in
terms of mental health, people in managed care, and |
don't think that's safe to say across the board. |
think there's a lot of problenms with people with
limted benefits and a | ot of concerns people have
about the way managed health care is being nanaged.

CHAI RVAN ENTHOVEN: The coverage
contract under HMOs are nmuch nore conprehensive.

MS. O SULLIVAN: It's an access
question, coverage for one, but what sort of benefits
are you getting? Under fee-for-service, people had a
broader range of choices of nental health providers.
I think that's very inportant, particularly in nental
heal t h.

MS. BELSHE: |s there any study on that

subject? | nmean, we're all wondering what is the
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factual basis for the statenent.

CHAI RVAN ENTHOVEN: This is about
coverage now and | think, if you |ook at the typical
HMO benefit package, part of the HMOlaw is to say
there would be 20 visits for crisis intervention.
mean, one thing you can do is | ook at what the PERS
contract says between the HMO and PPGs. And | think
on the coverage side Maryann is raising questions
about, well, you nay be covered but have a hard tinme
getting the provider you want.

MS. FINBERG No, but it says coverage
is increasing. It's not just managed-care versus
fee-for-service. [It's just coverage is increasing.
It seens nore like there's a docunented trend.

CHAI RVAN ENTHOVEN: It says as people
go fromfee-for-service coverages in which the
deducti bl es, co-paynents and --

M5. FINBERG | did not understand it
that way.

M5. O SULLIVAN: Al so, fee-for-service
it"s unlimted visits to nmental health providers and
now we're limting it to 20 or 24 visits per year.

MR. LEE: We're at the 15-mnute
warning mark so let's try to finish this discussion
in 15 mnutes.

M5. O SULLIVAN: On the uninsured | do
have a few comrents. However, | don't think it was

in this paper but subsequent papers described the
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i npact of managed care on uni nsured peopl e as being
somet hi ng positive, saying that because costs are
down there's a belief that fewer people are uninsured
than ot herwi se woul d have been and | don't see any
evidence that says that's the case. And | think it's
al so inportant that we tal k about the inpact, we talk
about what's the logical inpact in ternms of the

wi |l lingness of providers to provide charity care as
things are being ratcheted down over the buyers. So
is that clear?

And then in the -- | agree with
everything that's been said about conparing fee for
servi ce and managed-care and if anything
characterizes our health-care systemit's the |ack of
evidence to pretend we can conpare it to
fee-for-service

And then finally, in this first paper
I'"d like to request that there be sone discussion
about Medi-Cal and what has been the trend for al nost
6 mllion people in the state with that system and a
|l ot of folks are using managed care and what does
that mean factually, what's going on there.

CHAI RVAN ENTHOVEN. Okay. Dr. Al pert.

DR. ALPERT: | guess it's good to start
on this paper. It appears to nme that we've
identified it and I think Dr. Gallegos's coments
really brought it up -- it's the concept of spin and

actually this paper is great to | ook at because this
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is as objective as it gets, this is the background of
it. And | don't think that -- | nmean, spin is here
to stay and we have people on both sides and this is
going to be to and fro and I actually think that's
qui te good.

| agree with a ot of things that Ron
WIllianms said, but I was lunging for the nicrophone
when he tal ked about to be sure to include the
benefits that consuners get because of the negotiated
di scounted fees. | actually think that's fine to
i ncl ude because it tells themthat there are benefits
that they've received fromnegotiated di scounted
f ees.

On the other hand, if you say that, you
al so are obligated to include that there nay be sone
di sadvant ages because they nay not be able to go to a
certain doctor that they want to go to who has been
the, you know, recognized as the expert but has not
been allowed to get in the plan because it's a cl osed
panel. It tells people what the state i s and what
the to and fro things are. And so | don't think the
spin thing is bad as it comes out and | think we'll
constantly have people on both sides to identify
those thing and if we include both sides, | think
that's fine then, that's informtive.

M5. O SULLI VAN: Doctor Enthoven, how
are we going to arrange for public coment now? W

said we would do it after each paper. |Is that going
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to be part of the last 15 mnutes? |Is that part of
the last 15 minutes or does that cone after?

CHAI RVAN ENTHOVEN: Wl l, | was hopi ng
to give the Task Force one hour

M5. O SULLIVAN: And then we'll do it
after?

MS. SINGH Just as a clarification
remenber that if nmenbers of the public want to
address an issue that's on the agenda, they need to
fill out a speakers card. W don't have any speaker
cards filled out for this particular paper

CHAI RVAN ENTHOVEN:  Peter Lee.

MR LEE: Just to followon, | think it
is a good paper to start on because it's so
uncontroversial, but it's also good to try to set up
our ground rules for how we're going to go through
much harder topics and I'd like to make a coupl e
coments and suggest a couple which is, one, when
we' re maki ng comments, if we're specific, we know
what page to turn to.

And so I'mgoing to have a specific one
now on Page 21 at No. 1. And this is an exanple of
what we're tal king about, spin, which is at this
i ntegrati on between financial responsibility. It
states: "In this stage of integration, provider
incentives are aligned with patients' interests.”
This is one of the mpjor disputes that | think is out

there. And | raise it out |oud here even though it's
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what | mnight not have raised, | think, and said Il
subnmit this in witing and say not necessarily this
is a mtter of great dispute, show the other side in
the wite up and wait for that to cone back.

And so, as we to get through these
di scussi ons over the next neetings, we'll need to see
how our comments get incorporated next tine to get
confortable not to have to say themout |oud. So
that's an exanpl e there.

DR. ROVERO. Actually, Peter, just to
say as a point of procedure, even if you say them out
| oud, you increase the chances of themsticking if
you al so provide themin witing because we're
fallible human bei ngs, we forget things.

MR, LEE: One thing to note with that
is one of the great things about having a court
reporter here is the notes of these discussions wll
be going to staff also to | ook at, but |'ve got this
witten and |'ve got it highlighted.

Next is in terns of naking specific
recommendati ons and this cones -- Bruce noted it is
very hel pful if we, one, please cite why this is the
case and | hope in the next draft a cite will cone
back or it will be gone or it will be qualified. |If
I think a contrary point should be nmentioned and |
know a good cite, just as Bruce noted three cites of
studies, | think it would be very hel pful to get back

to staff and here's good studi es on nedical groups or
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on whatever to nake their life a little bit easier.

CHAI RVAN ENTHOVEN:  Yeah. That would
be very hel pful

MR. LEE: Then the other reason why |
think it's inportant to be going through this is even
these factual objective pieces aren't part of what is
all of our report and that may be the one thing that
gets grabbed upon as what we issue. So | think it's
worth doing this discussion even though it's not the
recommendati on which is the hard part we're about to
get to later today.

DR. RODRI GUEZ-TRIAS: | guess | would
comment along the sane |ines as Peter about the
specificity of it and also showi ng where there is
controversy.

If I may say this: | was sonewhat
taken back by the section on chall enges because |
think the challenges on page 21, it's not to create
cost-effective delivery but also cost-effective
delivery that neets the needs, the health needs of
the people and | think that sort of got |ost
somewhere, the issue of quality, the fit between, you
know, what you do and why you do it, what you do and
what shoul d be happening as a result of what you do.

And | think the whol e issue of
i nprovenent of health status has to be woven in
somewhere as a nmjor challenge within a cost-contro

or cost-limted framework.
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CHAI RVAN ENTHOVEN: Ckay. Mark
Hi epl er.

MR, HI EPLER: One conmment on page 7
regardi ng ERI SA and although it's a federal issue
that preenpts state accountability for HVOs, | think
there's a msnonmer at the very bottomthat says:
"Under federal Enploynent Retirenment |Incone Security
Act sel f-insured enpl oyer-sponsored plans are
preenpted from state regul ation."

I can help with sonme | anguage on that
because we deal with this day in and day out. Really
it's everyone is preenpted unless three exceptions:
State or federal enployee, you buy your health care
yoursel f, or you're a nenber of a church plan. And
that's one thing that npst peopl e have no idea, they
think this is filled with accountability, filled with
litigation, but in essence, because of this ERI SA
restriction, it should apply only to small
self-insured plans, but it's been opened up so w de
that now there's no accountability between -- for
patients who are in ERI SA plans to go after the HVO
and then the accountability gets pushed on doctors,
it gets pushed on medical groups, sonetines
i nappropriately so. So | think if we could clarify
how wi despread ERISA is, and | know there's sone
di scussi on on whet her the panel here should nmake a
recommendation to the federal governnment regarding

ERI SA, | could help clarify.
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CHAI RVAN ENTHOVEN: That will be com ng
in a later paper.

MR, H EPLER Okay. Okay. But it's
key to understand how broad ERISA really is, and
there's many peopl e who are enpl oyed by the
governnment here that don't have all of the problens
t hat nost us have.

CHAI RVAN ENTHOVEN:  You're saying it's
beyond the scope of your enpl oyer.

MR. H EPLER: The reason for its
institution was for small self-insured businesses,
against the threats of litigation, to resolve
di sputes thensel ves. Now the industry has opened
that up and it's a huge | oophole where if you're
meki ng -- whatever you're making, if you're killed
because you're denied of a procedure, all your estate
can ever get is the cost of the procedure and not
your potential earnings, not any other aspects of
your livelihood and that's a preenpted i ssue. No one
real ly understands, yet it effects the accountability
of how we hold HM3s accountable for their denials.

CHAI RVAN ENTHOVEN: W do di scuss that
in a forthcom ng paper. What |'m wondering i s how
much we want to go into it here

MR, HTEPLER M/ point is just that it
has to be accurate because the statenent says
"sel f-insured enpl oyer-sponsored plans are preenpted"

and that's nuch too narrow for what it really
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preenpts.
DR. ROVERO If we sinply replace

"sel f-insured enpl oyer-sponsored plans" with sone
ot her, broader categorization that would handle it
for this paper.

MR, H EPLER  That's the point.

CHAI RVAN ENTHOVEN: Okay. M chael
Shapi r o.

MR, SHAPIRO | had a conment on page
29, discussion of for profit versus not for profit.

My concern was it's rather brief and
think msleading. I'mnot sure | heard an anecdot al
overview that quality is a wash. |'mnot sure if by
mutual report card such as the EBGH report card is,
in fact, the case in California.

Secondly, | think there's a pejorative
reference to basically tax restatus | eft nore noney
for physicians. | don't believe non-profit plan
physi ci ans are paid any nore than full profit, just
the reverse. M understanding is --

CHAI RVAN ENTHOVEN: This is a reference
to the ol den days.

MR, SHAPI RO Okay. But even if the
ol den days had our corporation of public benefits and
social welfare foundation the for profit do not have
the required share of community benefits and ot her
things that, theoretically, the non profits' tax

benefits were being dedicated to. So I'mnot sure if
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that's given proper reference in terms of why these
organi zations were given tax free status and the
consequence of the novenent to for-profit and

whet her, therefore, we're seeing nuch |less public
benefit activities associated with health plans,

whet her that's charity care or other comunity
benefits, and | think you'll also have CMA and ot her
reports indicating the degree to which revenue and
profits are taken out of the health care systemin
the for profit entities in terns of sharehol ders and
admi nistrated by the noney that is dedicated to
health care and that, maybe, having an inpact on the
uni nsured or, at |east, nore vul nerabl e popul ation.
So | think there may be an opportunity to nake it a
little bit nore bal anced and broader in this area for
di scussi on.

CHAI RVAN ENTHOVEN. Okay. W'l take a
|l ook at that. Thank you. W have about 5 minutes to
go. W have Ron WIllians, Steve Zatkin, D ane
Giffiths and we hope to tie it up then. GOkay. Ron.

MR. WLLIAMS: Just a few conments.

One is, in this whole discussion about
fee-for-service managed-care products, | think one of
the things we should keep in mnd is that many of the
PPCs really are faced with service-oriented plans.
One of the things that we believe is that there is

i nportant consuner choice and it should be maintained

to provide close to fee-for-service as possible. And
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it'"s really inportant for the consuners to understand
the tradeoffs between the PPOs and HMO. And | think
one of the things that always gets |ost, and we mnight
be sure to describe, is the difference between the
deducti bl e and co-paynents. If the menber doesn't
face the deductible, they have i mmedi ately inproved
access to care and i nproved access to services. So
think that's an inportant issue.

The second issue is | think there is
good evi dence on a nunber of uninsured groups that
are coming in to the insurance market. | think HPIC
has sonme data to date that suggests about 22 percent
of their groups are groups that have never had health
i nsurance before and are comng into the market as a
result of the affordability of health care. Qur own
data woul d suggest at |east that nunber and maybe
more. So | think there is data to denonstrate sone
| evel of payoff in terms of the cost benefit
tradeof f.

The final comrent | would nmake is that
there is an excellent study published recently in
"Health Affairs,” a whole issue on HMOs, what do they
mean, how do they inpact on quality or not inpact on
quality, and there was sone research done recently on
| ooking at the analysis of California HMOs and how
the issue of profit and not for profit played into
both current quality and changes in quality and

that's information that | gladly nake available to
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you.

CHAI RVMAN ENTHOVEN: |s the Task Force
interested in a nuch nore extensive discussion for
profit versus not for profit? | nmean, we tried to
meke that fairly brief because we know there are
strong views on both sides, but it's -- the evidence
seens relatively inconclusive

How many people would like to see this
spread out over two or three pages? Do we want nore
di scussion on that issue?

M5. CGRIFFITHS: \What are the
alternatives?

CHAl RMAN ENTHOVEN: One page versus
three pages.

MS. GRIFFITHS: But not this one page,
a nodified version of this one page?

CHAI RVAN ENTHOVEN:  Yes. |'m just
trying to get a feeling for how much people want to
see this issue.

MR, ZATKIN: The question now i s what
do you know?

CHAI RVAN ENTHOVEN: | don't think we
know an awful | ot.

MS. FINBERG Then we can go to half a
page.

MR. ZATKIN: If we know nmore, we should
say nore. |If we don't, we shouldn't.

DR. ALPERT: The nore pages the nore
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potential for spin, and the | ess productivity and
this is an area where you're going to have a | ot.

CHAI RVAN ENTHOVEN:. Okay. Thank you

MR, ZATKIN: Figure 11 on page 20 is a
description of the characteristics of different
nmodel s and | frankly don't understand it. The |ast
colum, in particular, suggests "perceived M D
freedom" | don't know if that's the freedomto
practice or what. But if that's what it neans,
freedomto practice without interference, | would
argue that the nodel is -- the characteristics are
not properly denoted here.

CHAI RVAN ENTHOVEN: Okay. We'll rework
this.

MR, ZATKIN: | think in group practice
or, at least, in group practice, the type we have is
quite a bit of freedomto practice w thout
interference froman external party.

CHAI RVAN ENTHOVEN: Right. Okay.

Ms. Giffiths. | hope this will be the
| ast speaker.

MS. GRIFFITHS: | just wanted to offer
a suggestion for how to deal with some of these
i ssues of controversy and | think a ot of the
controversy over the issues of controversy that we're
expressing today is the fact that many statenments are
made that seemto be -- in the formin which they're

witten, they're factual, they're stating facts,
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where there's obviously dispute about them And
there's nothing wong with thembeing in the report,
but they should be identified as such and it's fairly
easy to sinply say, "The proponents of nmanaged care
believe," instead of stating as a matter of fact.

For exanple, that nental health coverage is

i ncreasi ng under managed care, that way we've
identified it as a statenment and belief by the
proponents of managed care rather than a matter of
fact that we've received evidence of that.

CHAI RVAN ENTHOVEN. O the proponents
point to this. Yeah. Ckay.

W have one nenber of the public -- oh
two who want to address this paper on the
availability of mental health, M. Richard Van Horn
may | just request each of these people to kindly
limt their remarks to three mnutes.

M. Richard Van Horn

MR. VAN HORN: |'m President of the
California Coalition for Mental Health which
represents the constituency of 30 plus statew de
organi zations that are nenbers.

This is strictly on the history paper.
| have other things to say later

The history paper characterizes nental
health care as inproving and nore avail abl e now t han
it had been in the past. That is indeed true in the

public sector programs. The product of the Menta
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Heal th Sel ect Conmittee, under Assenbl yman Bronson
several years back and the Lieutenant Governor's Task
Force on the seriously nmentally ill in the late '80s,
devel oped integrated tier nodels for people with
seriously and disabling nmental illness.

There has been in recent years a trend,
a great attention to systens of care, building
i ntegrated systens and devel oping quality-of-life
out cones which really show whet her or not sonebody
got better as a result of the treatnent intervention.

In the private sector, unfortunately,
in fact, it is our firmbelief in the coalition --
and |'msure that within a few days | could back this
with numerical data -- that there are nore limts to
visitations, there are hi gher co-pays required, and
the thing that is nost bedeviling to the public
sector is there is a huge nunber now, particularly
fromHMOs, of unofficial referrals to the public
system-- we can't treat your problem go down the
street to LA Child Guidance, they'll take care of
you. But that person's Medi-Cal card isn't worth a
pl ugged ni ckel at LA Child Gui dance because it
bel ongs to the HMO

This is creating this kind of cost
shifting to the public sector and the non-profit
agenci es supported, in part, by all of your donations
to United Way and whatever are frankly getting the

short end of the stick in regards to this whol e piece
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of the system

So I woul d request that the background
paper be amended to indicate that there are sone very
different views on just how available this care is.
And if you request, the coalition will produce for
you the best documentation we can in very short
or der.

CHAI RVAN ENTHOVEN. We woul d really
appreci ate the docunentation if you would send it to
us.

DR. SPURLOCK: Thank you. You know
met with a physician who | eads the California
Psychi atry Association and he tal ked a | ot about the
delivery nodel is very, very different in nental
health. And it might be worthwhile to | ook into sone
of those background papers because nental health
delivery is very different fromtraditional delivery.
So it might be worthwhile to expand some of that
delivery system nodel discussion.

CHAI RVAN ENTHOVEN: Okay. Can you send
us source materials on that?

DR. SPURLOCK: Real off the cuff, the
HMO carves it off to a nmental health plan, it doesn't
have the conpl ete geographic dispersion, it has three
or four different networks that subcontract and
there's usually four or five layers of contractua
rel ati onships to provide a broad geographi c network

to provide nmental health benefits and that's very
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different than what we see in other areas of the
system

CHAI RVAN ENTHOVEN:. Okay. Thank you
The other -- then we have our next speaker, Verah
M honbeni, Loma Linda Child Adol escent Medica
Cinic.

THE PUBLIC. Could we get a m crophone
for the speakers?

MS. SINGH We're working on it.

CHAI RVAN ENTHOVEN: Wbul d you state
your name for the record, please

M5. MIHOVBENI :  Verah M homnbeni

CHAI RVAN ENTHOVEN: Fine. Thank you

MS. MIHOMBENI : Okay. | was very
pl eased to hear words |like "accountability" mentioned
by sone speakers because | want to nention three
points that | would really like the coalition to
address with regards to accountability of the HMOs.

Now, | represent a private practice of
a single physician and within the year that we've
been under managed care we've had quite a few things
that we experienced that | feel are very inportant
that the coalition should be aware of.

The first one | would like you to be
aware of is that the HMOs need to have qualified
personnel meking decisions in related fields.

In other words, the HMO shoul d have

physi ci ans or personnel that govern or that nake

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900

73



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

deci sions for appropriate -- for appropriate fields.

In other words, like a pediatrician
shoul dn't be nonitored by another physician |Iike an
ort hopedi ¢ physician. You know, if the HMO hires an
official to be the one that deci des whether a patient
can be adnmitted in a hospital, that physician should
have the know edge of whatever field that patient
bel ongs to.

The second point is | PAs have the power
right now to mani pulate the lists of patients that
the doctors receive and there's no way of the doctors
knowi ng whet her the patients that they have been
al l ocated -- that have been allocated to them-- are
all they have and that they haven't renmpved any
patients or they haven't -- | don't know how -- they
have power to do that. And | don't want to get into
| engt hy expl anati on about that because it's happening
ri ght now.

The third point is that | PAs do not
have specialists that are appropriate for all the
fields. If |I need to send a pediatric patient for
circuntision, all they have is a urol ogi st who only
deals with adults. And | would have to send that
pediatric patient to that urol ogi st regardl ess of
whet her he's qualified or not.

So those are the three things 1'd
really like the coalition to | ook at.

CHAI RVAN ENTHOVEN.  Thank you very
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much. My | just offer to the general public a
request and that is at this tinme after each paper we
woul d like to take a discussion to specifics of that
particul ar paper, then have a di scussi on about the

i ssue in general afterwards |ater today.

Al right. Thank you very nuch. Now
we will nove to the second paper, "The Inpact of
Managed Care on Quality, Access and Cost."

(Recess.)

CHAI RVAN ENTHOVEN:  The nenbers pl ease
take your seats. The neeting will please cone to
or der.

Just two or three opening remarks.
First of all, this paper will be presented by Sara
Singer. Sara Singer is a graduate from Princeton
University with an MBA from Stanford, has been doi ng
health policy work for at least 10 or 12 years
including a witer for "Health Wek." She's been
working with me for about seven years now and
t oget her we have published, | don't know, six or
eight or so articles in the "Health Affairs" so |
trust her views are well-known to readers of "Health
Affairs.”

A nunmber of the comments that were made
will kind of rattle through various of the other
papers so | hope that we don't need to restate them
again. W understand there are concerns about spin

fee for service and so forth and we'll think about
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that as we keep that in mnd as we go through the
ot her papers.

Next | would just like to call on Phi
Ronero for a second who would just like to raise the
i ssue about the standard of care.

DR. ROVERO. Thank you, Al.

A theme that ran through a | ot of
comments on the first paper that | think will pervade
certainly this next paper, probably several others,
is this whole issue of evaluating managed care or
nmore sinply stated, finance about nanaged care's
i npact, in doing that in conparison to fee for
service's inpact in a particular area. |In the next
paper it's going to be on quality, access and costs.

| got very clearly, in the previous
comrents, the belief of a nunber of Task Force
menbers that, as witten, the previous paper seened
to characterize a strong aversion to fee-for-service
that was, as a result, overly critical and, by
i nplication, gave managed care nore credit than it
deserved. At least, that was my inpression. Leaving
the issue of spin and bias aside for a nonment, which
is sonething that we have to be careful about
especially in truly factual and descriptive papers, |
just want to take a mnute and get the air of the
foll owi ng question and the question is, in essence:
If we don't conpare nanaged care to fee for service,

what do we do? Let nme put that question in context.
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As a policy analyst, |I'maccustonmed to
evaluating a given alternative or given policy regine
with reference to sone reference standard. That
standard can be a particular yardstick, like an
obj ective nmeasure of performance, or it can be in
conparison to sonme other reference |ike case, like
the status quo.

I heard a lot of discussion along the
lines that the evidence on fee-for-service is highly
anbi guous and therefore conpari sons can be
m sl eading. But ny question that | just want to ask,
in essence, is: |If we don't conpare nmanaged care to
fee-for-service, what do we conpare it to?

In phrasing it that way, |'mrevealing
a bit of bias of ny own which is that | don't think
that comparing it to some undocunented or unenpirica
alternative strikes nme as particularly useful either
I ask the question again: |If we -- what do we
conpare managed care to if not the fee-for-service?
O to put it differently: |Is there a way we can neet
our statutory objectives without doing sone sort of
conparison in the first place?

HONORABLE GALLEGOS: Thank you
M. Chairman. Phil, | think you hit the nail on the
head when you said there aren't any standards to
gauge managed care against and | believe that was
part of your comments.

| think that's the crux of the whole
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argunment here. That, | think, is what we need to
work on and nmake recommrendati ons for as a Task

Force -- that we | ook at the managed-care systemlike
Dr. Alpert said in a snap shot, which is ny
under st andi ng of what we'll do. [|'m not agai nst
having fee-for-service history given and maybe sone
background just so that individuals understand the
old system but this is the current systemthat 70
percent of the insured population of Californiais
under .

And, you know, | think if we can make
recommendati ons, that the governor is going to |ook
at the Task Force for direction on that, to then as
he sai d decide, you know, which of the legislation is
good and which is bad and whi ch shoul d be signed and
whi ch shoul d be vetoed, then I think we need to maybe
state in the report that either there aren't any
standards to neasure nanaged care agai nst or because
there aren't standards to nmeasure nmanaged care
agai nst, we recommend that naybe these are sone
suggested standards, and then let the industry, you
know, respond to that and say that's not true, you
know, the advocates can say, well, you know, that's
true.

DR. ROVERO. Just to clarify, see if
I munderstandi ng your point properly. There may be
i nstances where we can set a particular standard of

performance irrespective of fee for service or
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anyt hing el se, and then conpare managed care to that.
And that's an answer to sone of ny questions in sone
ar eas.

CHAI RVAN ENTHOVEN:  Bruce

DR. SPURLOCK: Thank you
M. Chairman

I have a slightly different spin on ny
perception and that perception is that we actually do
have sone nmeasurenents. W don't have great
measur enents, we don't have a lot of them but we do
have sonme standards that are out there.

And |l et ne give you one standard that
we' ve tal ked about and that goes around is that
Heal t h Eagl es 2, 000 approach, the work we're doi ng on
a federal basis. W can look at that fromHelen's
perspective by saying these are sonet hing we believe,
irrespective of the systemthat delivers it.

Second of all, in the nmeasurement of it
we actually do have systens that we can conpare that
Hel en Schauffler gave a | ot of data on sonme of the
health care issues of imrunization, manmography, et
cetera, et cetera. And | live in a world where
benchmarks are reasonabl e, benchmarks are sonet hi ng
to use as valuable tools. And to the extent that we
have t hose benchmarks, we should use those, and we
shoul d say, "Ckay, here's where we're neeting these
benchmarks. Here's where we're not neeting those

benchmarks." To the extent we exceed those
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benchmarks, we then go on to say how we cannot be in
need of Health Eagles 2,000, or sone other perceived
agreed-upon val ue which we say is worthwhile, and |
think that's a goal that we can | ook at.

And third of all, | think that there
are sone things that are happening and we are here
to tal k about quality and access in a second, but
this is an area that | have a lot of interest in. As
an exanple, CGaucher's disease doesn't have health
managenent yet, it's just in its infancy, but it's a
system that holds trenendous opportunity, it's an
opportunity to actually inprove the health status of
people that didn't exist previously. And | think if
we ignore the fact that different systens pronote
di sease-managenent type nodels, | think we're really
doing a disservice to what we're trying to acconplish
here which is saying, "Here are the structures and
i ncentives and paradi gns that we work under that
create these kind of structures that are beneficial.
Here are the ones that we are falling short on and
here is what we need to fix." And we can be abstract
if we want, we can also be concrete and use concrete
exanpl es.

CHAI RVAN ENTHOVEN: St even

MR. ZATKIN: This is a discussion |
wi sh we had earlier, but I'mglad we're having it now
because it -- when you eval uate sonething you have to

evaluate it in ternms of sonme standard and | agree
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that we do have some standards. There are nunerous
st andar ds devel oped by NCQA and EDIS. When fee for
service was predoninate and we didn't have the sane
standard, so it's hard to conpare. W just don't
know. There are sone itens that are indicated in
this paper. But in a general sense, | think we need
to be cognizant of the fact that we're dealing with
the question of whether -- how nmuch -- nmanaged care
can inprove within a context. And the context is the
ability of the people of the State of California to
provide a certain level of their resources to health
care. \What occurred under fee for service was
increases in health care that were roughly double the
rate of inflation over a pretty good period of tine,
and managed care was, at least in its newer forms, in
part, a reaction to that. So if we're going to

i ndi cate how well managed care is doing and how
managed care can inprove, we have to consider,

beli eve, that overall context of the available
resources for health care. Now no one knows exactly
what that nunber should be and we may have sone

di sagreenent about it. But we do know that if we go
back to pure free choice and there are no
constraints, we'll go beyond where we need to be. So
I hope that as we di scuss inprovenent and as we

di scuss goals, we could, with an infinite anpunt of
resources, reach nost of the goals we're tal king

about better than we can with a finite set of
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resource and | just want to put that notion out.

CHAI RVAN ENTHOVEN: Okay. J.D

DR. NORTHWAY: |'d just like to follow
up on that. | think the tone of the conparison
between now and then is that the providers, whoever
they were, were just ripping the systemoff. As a
provi der, not only as a physician but as a hospita
administrator, |I'moffended by that -- that, in fact,
it was an uncontrolled system There were no
standards or very few. And now what we're conparing
is a mhaged systemversus, to a certain extent, a
relatively unmanaged system And obviously, as we
begin to manage with a nore critical |ook at what
went on, hopefully, and what it has gotten to, the
cost of health care is starting to cone under
control. But to pick on the providers, for instance
they're the ones that rip the systemoff and then
this knowingly, | think is really an injustice and
offends nme greatly as a provider

CHAI RVAN ENTHOVEN. W'l 1 be very
careful and watch that and make sure that's not
t here.

J.D., one problemis it's one thing to
say there are incentives for overuse which is a
different thing fromsaying they're doi ng overuses,
and | think there's w despread agreenment that that's
where the incentives were in fee for service.

DR. NORTHWAY: I think that incentives
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was no one was telling you not to do sonething. You
did things because, in fact, nost of us -- not
everybody, certain people ripped off the system--
did things for the patient that they thought were in
the patient's best interest. And we were taught
alnost, and |'m a graduate of your university, that
econoni cs was not sonething that we're supposed to
think about in terms of taking care of patients.

That turned out to be wong because the econonics got
way out of hand and it turned out to be saying an
unbridled system But | think we really, by and

| arge, did things that we thought would benefit the
patient's health.

CHAl RVAN ENTHOVEN: 1'I1 make sure that
we go through fromthe point of view and tone not to
have that kind of inplication

DR. RODRI GUEZ- TRI AS:  You know, | was
wondering if it would be helpful to have a -- insert
a bit of chronology into the discussion of fee for
service as well. | mean, | think there were two
t hi ngs about stages of devel opnent and changes in the
organi zation of health care systens, you know,

t hroughout, say, the 20 years preceding 1990, 1979 or
what ever period we decide to do it, and just to have
little bullets on the chronol ogy because it makes it
sound as if it was a totally honbgenous thing and I
think it's a little bit ahistorical

But the second is | think that question
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of variance and sonme of what Bruce said this norning
about the internal quality controls that have been
near and dear to the heart of providers for a |ong
time. | mean, those of us who practice in acadenmnic
institutions know that there was a | ot of review of
what we did all the tinme. Those of us who, even
though the financing was essentially fee for service,
but were serving in generally-funded prograns had
very high standards of performance in pediatric care
that we had to abide by, Iike 95 percent imunization
rate for under two year olds, so there are a great
deal of -- great deal of heterogeneity there that I
think is not acknow edged.

CHAI RVAN ENTHOVEN: Okay. Ron. |
think that 1'd like to get on with the paper.

MR, WLLIAMS: Just a few quick
comments. | think one of the challenges that we face
is that we are focusing on nmanaged care and
inplicitly that reflects both on HVMO and al so PPGCs
and each of those nmenbers has a choice to go into
fee-for-service arena and see any physician that they
choose. So, to sonme degree, as we tal k about managed
care, we're also tal king about fee-for-service.
think it's inportant that we do so in a |level way.

Qur own experience has been very good. In our
experience we think that physicians want to provide
quality care regardl ess of whether it's fee for

service or whether it's capitation. | think these

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900

84



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

systens evolved. | think we see |ots of physicians
who practice in nultiple settings, who are in a PPO s
fee-for-service and al so participate in HMO settings
as well.

So | think it's a comparison we can't
avoid. | think it's a matter of how we characteri ze
and do conparisons when we recognize it's an
evol utionary systemand that it will be with us for
sonme tine because there are consuners who prefer that
formof health care delivery and physicians and ot her
heal th care professions who prefer to practice under
those ki nds of settings.

CHAI RVAN ENTHOVEN:. Thank you very

much, Ron. Okay. Now just coming up to 11:00, tine

keeper.

MR, LEE: Yes.

CHAI RVAN ENTHOVEN: And Sara Si nger
will present the --

MS. SINGER: | should say this paper
was originated by another person on our staff who is
no longer at our office. It was also circulated to
four Task Force nenmbers, two of which reviewed it and
returned comrents whi ch have been incorporated. It's
al so one of the papers that is part of our
| egi sl atively required background information.

I"'mgoing to try and summari ze the
conclusions that we draw in the papers fromthe

i nformati on.
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Starting with quality. Concl usions of
literature review done by MIler and Luft, both of
whom spoke to our Task Force, are that there are an
equal nunber of positive and negative quality results
for HMOs when conpared to fee-for-service plans in
the literature, that HMOs produced better, the sane,
or worse quality than managed care delivery and it's
very dependent, highly dependent, on the organization
and the di sease.

Trends generally characterized as
positive in managed care, but certainly not
uni versal, are quality measurenent, inprovenent,
publ i shi ng outcomes and report cards, coordination of
care, focus on early diaghosis, prevention and health
pronotion, production and treatnent variations,
concentration of volune-sensitive procedures in
hi gh-vol ume centers and di sease nmanagenent for
chronic patients.

Al so some questionabl e areas that cane
up in the literature review

Sone studies indicate that there are
wor se outcomes for those who are both chronically il
and who are poor or elderly. Also: Concerns around
shorter length of stay which nay have an inpact on
quality; for exanple, on naternity stays.

In the area of mental health, concerns
both about the ability to detect nental illness by

non-speci alist primary care providers and al so around
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treatment and al so the disruption of the
doctor-patient rel ationship.

Wth regard to access, the access story
we found was one of tradeoffs. Lower costs nean that
peopl e can afford coverage but also that there are
nmore restrictions to the care for those who are
covered. Positive attributes around access or better
fi nancial access with | ow copaynents and no
deducti bl es. New products have been devel oped to
address the demand for access to doctors. Better
coverage for drugs, for exanple in the Medicare
popul ation, and also to health services.

Al so, sone of the studies we | ooked at
showed that there was better access to nmental health
services with | ow cost sharing.

Some of the negative attributes are
that they're narrow towards the doctor and referra
restrictions, longer travel distances, fornulary
restrictions, restrictions on approvals for nental
heal th services, unnmet nedical needs, especially for
the rural population, and rural areas are still a
probl em under managed care

The story of cost-managed care appears
to have slowed the rising health care costs and are
largely different fromthe purchaser and the
conpetitive market. Nationally, costs increased by
11.5 percent in 1991. Those increases fell steadily

to .5 percent increase, in 1996 and then it was back
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up slightly in 1997 to a 2.1 percent increase which
is about the rate of inflation. The story at the
state level, we think, is conparable, although it has
to be pieced together at the state |evel.

For | arge purchasers, we know t hat
there have been net reductions and wei ghted average
prem unms since 1993 whi ch range between 1 percent and
20 percent before inflation. Those are for
purchasers |ike PBGH, Cal PERS, Pacific, U C
Stanford and the like.

Wth a small group market, we know t hat
the HIPIC rates have al so declined, although they had
a slight increase in 1998 or for 1998, so we infer
that carriers who want to be conpetitive in this
mul ti pl e market have also I owered their rates
al though we don't have that data.

Usi ng the federal enployee health
benefit programto make a national conparison, we
| ooked at FEHBP HMO rates in California and saw t hat
they have declined nore or increased | ess than the
nati onal average for the last five years.

I nformati on about the underlying cost
structures suggests California greatly -- generally,
I"msorry -- has a |lower cost structure than
nationally including fewer hospital days, hospita
beds, days per thousand, but nore physicians per
100, 000 al t hough that's been increasing slower, and

that variations in utilization of hospital days and
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visits suggests that there may be room for continued
i nprovenent. Typically, between the |east efficient
medi cal groups and the nost efficient nmedical groups,
the least efficient nmedical groups were using tw ce
the resources of the nost efficient.

There are al so concerns related to cost
that -- about whether the cost containnment is |eading
to the problenms in quality. That's it.

CHAI RMAN ENTHOVEN: Thank you

Dr. Alpert.

DR. ALPERT: Actually, | know we were
going to tal k about the summari es and about the
papers, but the summary that | heard from Sara, which
I thought was excellent, and | want to specifically
tal k about the access summary. What Sara said was
excellent. | know it doesn't relate totally to the
one that's in the executive summary and | just want
to bring up one sentence, the last sentence which is
on page 1 of the sunmary. Actually | would prefer
for me that Sara -- when Sara said sinply be the
sumary for access, unless | mssed sonething, |
t hought was superb and presented a bal anced side in
an educational way.

Last of the series: "As a result of
cost contai nment, managed care has |ikely inproved
overall access by preventing nore people from
becom ng uni nsured.”

To nme that's speculation that requires
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i npressions and you could analyze it based on current
data as to whether or not the totally uninsured has

i ncreased, as to whether or not the percentage of
enpl oyed uni nsured versus unenpl oyed uni nsured has

i ncreased. The data that | know of actually shows
that the enpl oyed uninsured fraction has increased.

But this is a -- | think this sentence
is speculative at best and it was not included in
what Sara sai d.

CHAl RMVAN ENTHOVEN: Well, there is
research literature that tries to understand why are
peopl e are uninsured and one of the inportant factors
is the cost of coverage and perhaps we shoul d have
brought the citation -- Rick Kronik at U C. San D ego
has done a lot of witing on that.

M5. O SULLIVAN: | don't think that
woul d take care of it though because | think
everybody woul d agree that cost is the reason people
are uni nsured. However, the fact that cost has cone
down or inflation has sl owed down over the last few
years or we don't even know if it's adequate to bring
in any uninsured people. So | don't think there's
going to be enough supporting data. What | said
earlier was that we're actually concerned that people
are getting -- insured people have poorer access to
care than they did previous to all this cost cutting
i n managed care

DR ALPERT: | guess ny comrent was
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just in concert with what Ms. Giffiths said before.
I didn't find anything in the text of the paper to
specifically -- fromwhich I would have drawn that
sentence as a sumary. |If there is something that
should be in the text and that explains it |ogically,
then fine, 1'Il be happy to hear it.

MR, ZATKIN: The CBO, the Congressional
Budget O fice, has |ooked at the issue in ternms of
the inmpact of health care cost increases on the
nunber of uninsured. They have data to relate it to.
And while there may be intervening factors in terns
of what's going on, basically |like when health care
costs go up a certain anpunt nore people drop off
coverage, and to the extent managed care has
noder at ed those increases, | think it's hel ped keep
peopl e from bei ng uni nsured, which is not to say that
it's covered -- it's not to say we don't have a | ot
of uninsured, we do, and | guess the point is we
m ght have even nore but for the cost control. And
think that's an -- that's probably an accurate
statement that we would have nore in the absence of
managed care

DR. ALPERT: | guess |I'mjust troubled
by the specul ative nature of that which is what I'm
essentially saying in the way this is phrased it
seens to inply it as fact.

CHAI RVAN ENTHOVEN: Okay. Well, we'l

get the CBO study.
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Pet er Lee.

MR. LEE: Three coments.

CHAI RMAN ENTHOVEN:  Page?

MR, LEE: Seven. First the general
One of Maryann's points separate fromcost is the
inability to shift cost inplications for access for
the uninsured -- and the inplication for the public
sector in picking it up is one of the issues | heard
Maryann rai sing which is separate fromthe
inplication of nore coverage for people who are
covered and that's an issue | think isn't addressed
much in here. [It's a side access issue fromthe
public sectors coverage for the uninsured. So that's
a response claim

Two coments and |'m going to do what |
-- well, first page 3 contrast to page 12. And this
is to note briefly an observation relative to nmanaged
care versus fee for service. On page 3 the second
par agr aph under "unmanaged care." Sone of the
observations here are just as true for nanaged care
as for unnmanaged care such as the intensive use of
intensive care in this country versus other
countries. But it's sort of set up as an unmanaged
care issue as opposed to a nanaged care.

Simlarly on page 12, publishing the
physi ci an out cones, the introduction absolutely notes
that this is rel evant under non-managed care as wel |

as under nanaged care, but it's set up here as one of
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the good things about managed care and those were
exanples to nme for staff to look into and rewite not
contrasting managed care has all this good stuff and
fee for service has this bad stuff, but try to have a
nor e bal anced di scussi on.

The second, and | again |'ve got a | ot
of conments that staff will get in requests for
citations.

DR. ROVERO. W' ve all owed your
comments, Peter.

MR. LEE: Yeah, thanks.

The bi gger concern about the paper is
related to page 13 and potential solutions. | don't
think this is appropriate, quite honestly, to have in
this paper any potential solutions. That's exactly
what our discussion's about, potential inprovenents
to the managed-care system And as soon as they're
listed as potential as part of our Task Force's
report, then soneone out in the world says the State
Managed Care Task Force said a potential solution to
"X" is this. And | would suggest that entire section
Gis great food for thought to make sure our ERGs do
our work and consi der these issues, but | would pul
it out and the other exanple of that. Besides that
whol e section Gis page 20, and this is where it cane
up, specifically, at the very top of page 20, related
to prescription drug and fornmularies. There's a

recommendati on, in essence, of what a better nodel
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woul d be about formularies and that better nodel
recommended is the formulary of medical group and
IPAs. | don't know. You know, I'd like to talk
about that sone, but the background papers shoul dn't
be saying better nodels. So that's an overall

CHAI RVAN ENTHOVEN: |s there genera
support for the idea of deleting section G? My |

see a show of hands.

Ckay. I'll delete G
MR, ZATKIN: | would agree and to the
extent of sonme of the other papers, I'mafraid I

won't be here for sone of the discussion on some of
them but | believe these are all background papers
as | understand it and we should pull out what | ooks
Iike a recommendation and include that in an
appropriate discussion and pl ace.

CHAI RVAN ENTHOVEN: Okay. Bruce
Spur | ock.

DR, SPURLOCK: Thank you. | want to

meke two general points in the quality arena and then

it is-- 1"mgoing to talk generally, but it's
identified on page 1 under B, "Perceived Problens."
And really, in nmy view, what's driving a | ot of

di scontent out there is the perception of quality
versus the reality. Wile we talk about perception
here | don't think it's really highlighted to the
extent that it really is the nmajor driver in what's

going on with quality. |If you ask yourself why in
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the face of nmultiple studies where there's a wash,
where there's not a clear consensus, why is that
perception at multiple levels, at the consuner, at
the physician, at the hospital adninistrator, at the
nurse, why at nmultiple levels, even in the face of
all this data, there's still the perception that
quality is not necessarily what it could be or what
it should be. | think part of that is because the
quality in talking in other papers aren't being net.
But | think we need to highlight in the background
paper much nmore strongly that this perception is
really overwhelmng in nmultiple areas, not to be
rem ss, not to represent the views of those providers
who are com ng up whether they're accurate or
i naccurate, it's just that the perception problemis
so great it's really driving nuch of our
conversati on.

The other point that really comes up in
di scussion -- maternity stays is a good exanple, and
that's on page 6 and it could be highlighted in a
very general context, not necessarily about maternity
stay, that's a good exanple is this notion of what we
do with managed care is | ook at whol e popul ati ons and
what providers and physicians and the fee-for-service
Il ook at is individual health and they're very
different constructs and some of the tension that
we're having is trying to |l ook at popul ation health

measures fromthe individual perspective and | think
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the maternity stay really highlights that because in
the article that describes the Washington State
exanple from 1991 to 1994 there was an acconpanyi ng
editorial that said, listen, you can have gui deli nes
about early discharge fromothers, but you have to
have clinical judgment there, as well, and that, in
absence of clinical judgnent, we have a systemthat
is built for a population that does not treat
i ndi vidual s very well. The longer we try to do
gui del i ne devel opnent, which I'ma big supporter of
guideline to nedical inpact and all of that pathways,
but we have to | eave the notion of flexibility and
patterns of utilization as | mentioned before because
when you | ook at individual patients they don't all
|l ook alike. And with maternity stays, the editorial
recommended t hat physicians sinply add a couple nore
vari ables into their judgnment decision. The patients
woul dn't necessarily come back any sooner. They
woul d have to just screen the ones that needed to
stay in longer versus the ones that didn't need to
stay | onger and we woul d have the sanme outconme and
fee-for-service nodel versus the managed care nodel

| think that's something we need to
highlight in this report, the population versus the
i ndi vidual tension is going to exist, but we have to
retain a bal ance between those two notions.

CHAI RVAN ENTHOVEN:  Hel en

Rodri guez-Tri as.
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DR. RODRI GUEZ-TRIAS: Yes. 1In the
whol e section on cost, there is no discussion of the
cost to the consuner. And | think this is really
really inmportant. | nmean, we're always | ooking as if
the consumer was the purchaser and | think we need to
get away fromthat. | think the data |I have seen is
that the out-of-pocket costs to the subscribers have
risen as managed care has and | don't know if that
still holds froma couple of years ago when the study
was done, but | think that needs to be | ooked at.

MS. SINGER: Can you provide the data?

DR. RODRI GUEZ-TRIAS: Yes. 1'll have
to look it up, yes. There's a survey.

CHAl RVAN ENTHOVEN: There's a series of
health care financing reviews and an annual article
on heal th expenditures which has shown the percent of
heal th care expenses paid by consumers out- of - pocket
has steadily decreased.

Moreover, | think it's a fair
generalization. |I'mjust trying to get a handle on
how to deal with it that fee-for-service coverage,
whet her preferred provider or indemity coverages,
just sinply do, it's a well-known obvious fact, rely
much nore on deducti bl es and co-insurance. | nean,
in any enpl oyment group where there's a choice, the
HMOs don't have deductibles. In PERS, | forget in
PERScare whether it's 200 or what or several hundred

dol I ars deductible -- many of you must be on PERScare
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and can tell ne. Those produce | ess consuner
out - of - pocket spending if you have HMO cover age.
Ri ght ?

DR. RODRI GUEZ- TRIAS: But again, we're
meki ng HMO synononous with managed care and | think
that's -- again we have to | ook at the nodels of
t hat .

CHAI RVAN ENTHOVEN: Right. Al right.

Any ot her nenbers? Yes, Maryann

For a minute | had the exciting thought
that we were finished with this paper

MS. O SULLIVAN: Well, | will take care
of that. Actually, to ne this paper is mgjorly --
woul d be majorly problematic for us to sign off on
and sonme of the other ones that are going to foll ow
are, you know, two or three pages with
recommendati ons where | will have the ability to say,
wel I, yeah, you know, we like this and this, we don't
like this and this.

This is -- to nme this is sort of |ike
an assignnent to sonebody to go out and find the best
things you can say about managed care and bring it
back to ne and that's what this |looks |like to ne.

And | can go through and sort of, you know, under

sumary of nanaged care issues. "HM>s excel at
preventive care and early diagnosis.” | don't know
that. | mean, the idea is proposed to do that, and

think sone of themdo do that, but to just have a
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sentence that says that with no footnote, no nothing,
I don't think it works.

On page 8 it's a customer service piece
that lists all the wonderful things that sone HMOs
are doing to nake custoners happy. And to nme it kind
of goes on like that, | mean there's a |ot.

Page 7 there's sonme stuff on churning,
it talks about how for big -- big purchasers churning
is becomng less and less a problem It doesn't
tal ki ng about where churning is a issue.

| have a recomendation which is that
we send this back to the drawi ng board and ask that
staff produce sonmething that's about two pages each
on quality of access and on cost, that are really
al nost what Sara presented when she started today so
that people can get down to real |anguage questions
and say this is okay, this is what we think we ought
to be saying about quality, and this is what the pros
and cons of things that have happened as opposed to a
| ot of verbiage here and not a lot of -- not --
anyway, that's what | have to say.

CHAI RVAN ENTHOVEN: | just wonder if
that woul d be considered responsive to the
| egi sl ative request for a paper on the inpact on
quality access to cost.

MS. O SULLIVAN: Frankly, 1 think it
woul d be nmore helpful. | think nore people would be

able to grapple with a couple or few pages on what's
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happened in terms of quality as opposed to try -- |
don't know what sonebody would do with this. | don't
know if | was |legislative staff how | would decide
what solutions to craft based on --

CHAl RVAN ENTHOVEN: Can | ask Martin
and Di ane.

MS. BOMNE: | have a very different
point of view on this particular paper. Wile | wll
certainly agree with the early coments on spin and
bal ance, | think it's unquestionably referencing
docunent ed peer review studies. It's well footnoted.
Waile | think that one could say, perhaps, it could
be nore bal anced, | think that we've got a | ot of
val uable informati on here. And if we, as
representatives of the public and representatives of
their interest groups, are afraid to get things out
in the table in black and white and agree that we
have differences but not sweep it under the rug and
not present the evidence, | think we're doing
ourselves a great disservice and I think one of the
pur poses of a background paper like this is to bring
out what is in the literature, what has gone out
before, so that we can nmake concerned deci si ons about
what shoul d happen in the future.

Now | caveat that with recognizing that
there could be, certainly, places where there is nore
bal ance and di fferent perspectives, but | think it's

good in the background paper to have the kind of
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docunented information that we have been given.

CHAI RVAN ENTHOVEN: Okay. Lee and then
Fi nberg and then Giffiths.

MR, LEE: M tendency would be also to
nmor e bal ance rather than having it be a nmuch much
shorter piece. That's one response to those issues.

And the other is one of the things that
came up in a prior paper and in this paper is sort of
where does the public perception, where do the
consuners actually fit in this? And I'mnot -- it
doesn't conme out enough, and | think that one of the
pl aces that it mght cone out in ternms of the report
is not just -- Jeanne nmade the observation in the
| ast paper that consuners have one paragraph in sone
ways. The whole reason we're here is that there are
real concerns that people are having troubles, sone
argue they are perception troubles as opposed to
reality troubles, but that's some of the debate we're
goi ng to be having.

But | think potentially in the report
the section on observations of public perceptions
m ght be a whol e chapter, expanded. Not just the
Task Force findings the survey reported, but a
sumary of the whole range of observations. Howis
this actually hitting at the ground?

| mean, consuners on the street, you
know, hear things |ike access cost and gl aze over.

The perception issues, the concern issues, the
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potential trouble issues are ones that | think we
need to flesh out because that really franes,
hopefully, all the recomrendati ons that we're naking.

So I woul d suggest that, yes, we
bol ster it in each of these pieces but, in
particular, it mkes sense to have, as part of the
background, a whole chapter in sonme ways franing
their perceptions, concerns, problens that franme all
the recomrendati ons, then foll ow that.

So that's a cormment that's really not
specific to this paper, but bringing issues, you
know, to the fore.

CHAI RVAN ENTHOVEN:. One of the things
we are doing is a literature review of the -- there
are quite a few other surveys out there and so we're
doing that to -- balance that -- to acconpany, |
shoul d say, the report on our own survey.

MR, LEE: And | think that's very -- |
mean, | think sone of the studies that we've been
given by CCHRI and EBGH have particular elenents in
the survey results that, to nme, say part of why we're
here. To give you one exanple if | could, is that I
think it was CCHRI noted that when asked what
percentage of the respondents had a problem getting
access both they and their doctor thought was
necessary -- not just the patient -- 9 percent said
they had a big problemand 14 percent nore said a

problem If one out of 10 people said they had a big
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probl emthey and their doctor think are necessary,
that's part of why we're here.

And so that's the sorts of
observations. And the other observation being used
sweepingly in witing about managed care is the big,
bi g differences between managed-care plans and that's
one thing I think that we need to -- part of the
reason | respond to managed care being used so
sweepingly is that there are differences and part of
what we should be looking at is trying to raise the
floor across the board.

CHAI RVAN ENTHOVEN:.  Fi nberg. Jeanne
Fi nber g.

MS. FINBERG | guess | have two sort
of types of comments. The first is along the do we
have a shorter paper or |onger paper with better
bal ance? | think we can go either way on that. | do
think bal ance is necessary. But Maryann's suggestion
is appealing in one way in that this discussion
hi ghlights the difficulty of us approving | ong
docunents because of the diversity of views.

And so what's appeal ing about a shorter
paper is that it makes it seem nore possible to ne
for us to reach consensus on a shorter docunment. So
that's just one thing I'lIl say about the difficulty
of this process and, you know, the inportance of
di scussing the critical issues and that this is the

first time we're really sort of getting down to that

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900

103



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

busi ness and how hard it is.

And that |eads nme to nmy other coment
interms of is this a background paper or not? |
don't have the legislation in front of ne, but ny
under st andi ng of the legislation to give a report on
quality access and cost wasn't that that's one
background paper. That is a very broad nission for
this Task Force and it seens like it's the concl usion
of the Task Force in that each of these issues would
| ead to extensive discussion and recomendati ons.

So | think it would be hel pful to take
a look at that |anguage to see if, really, we are
supposed to have one paper that discusses quality
access and cost because | thought it said to report
on the follow ng subjects.

DR. ROMERO Can | -- 1'll read from
the | egislation.

MS. FI NBERG  Yes, thank you.

DR. ROVERO. And I'Il give you a little
bit extra just to put it in context.

The governor hel ps the Task Force to
research and report on all the following to be
generated for 1988.

The second of those following is
whet her the goals of managed care provided by health
care service plans are being satisfied including the
goal s of controlling cost and inproving quality and

access to care.
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MS. FINBERG Yeah. See, | think those
are very basic, inportant questions and it does frane
what our task is. That to me isn't a background
paper and | think the idea have we achi eved those
goals, | do believe that that is what we need to be
answering, but | guess, you know, that those are a
threat throughout the entire report.

CHAl RVAN ENTHOVEN: Diane Giffiths.

M5, GRIFFITHS: My comments are
actually pretty well covered by Jeanne.

| share the view that a shorter version
is nore likely to achieve consensus. | don't think
that necessarily means that we ought not to nention
the literature insofar as it expresses findings of
the authors concerning particul ar points.

But ny concern, as has been indicated
by others as well who have the sane concern, is that
in many, many cases we have then statenents of
support for managed care wi thout any citation or
authority. |'mjust |ooking at page 2 of this
docunent and | see four different -- nany citations
on this particular page have several footnotes
supporting people's criticisnms of managed care and
then each of the paragraphs concludes with a positive
st at enent about managed care with no citation of
authority. And those seemfairly gratuitous to ne.

If we're doing a literature search, we ought to

docunent the positive statenents about nanaged care
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i kewi se or we ought to | eave them out or at i ninmum
qualify them as the opinion of people who support
managed care

CHAI RVAN ENTHOVEN: M chael Shapiro
Do you have --

MR, SHAPIRO Yes, | do. One of ny
thoughts is that at this portion of the docunents
bei ng devel oped | think the | ess controversy the
better because these aren't the recomendati ons and
here you're suggesting maybe balance. | would err on
the side of trying not to put too nmuch into this
document because if others find i mbal ance |ater, it
can be used to discredit the recommendati ons.

Let nme give you one exanple where
think it mght be worth to err on the side of
brevity. On pages -- starting on page 18 dealing
with fornmularies. | have no problemwth the |ast
line on that page in terns of the benefit of
formul aries reducing costs. | have significant
concerns with the rest of the discussion on
formularies. And let nme give you sone exanples.

It starts out on the next page, 19. In
theory, physicians essentially used evi dence based
medi cine to evolve formularies. 1t then used
Pacifi Care as an exanple of an HMO that relies on
evi dence-based i nformati on to devel op formul ari es and
then suggests that PDVs have conflicts of interest.

And | will supply the comrittee with transcripts
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where, in fact, PacifiCare was accused of bi ases
devel oped agai nst fornul aries giving drug discounts
driving the decisions. And PDM conplaint is they
suppl i ed evidence based fornularies to HM3Os who
nmodi fi ed them based on drug di scounts.

So | think their conflict of interest
t hroughout the devel opment of fornularies is not one
that PDM and their own drug manufacturers and sone
HMOs are being criticized for the way they manage
their fornularies.

Anot her concern | have is one of the
few research efforts done on formularies cited here.
It's footnoted in 65. It's then attacked w thout any
substantiation right after that.

And the first line in that, the
criticismis: "However, this study ignored drug
di scounts. ™"

In fact, the very point of the study
was that drug discounts were driving formularies
which, in fact, were having adverse health outcones.
So I'"'mnot sure what the point is that the study
i gnored drug di scounts because that was the very
basis of how these formul ari es were bei ng devel oped
in part. So |I'm concerned about no support for the
criticismof that and why that is there.

W al so have anot her proposed sol ution
in that next paragraph where it states in the end,

"these patients may need special nonitoring or nmay
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need approval to continue with non-fornulary drugs."

I'"'m not sure how you want to deal with
that, but it is a proposal that may not be
appropriate in this background paper

The next paragraph tal ks about
Li feguard, dealing with patients who want
unnecessary, non-formulary drugs. |'mnot sure what
"unnecessary" nmeans. Most of these patients have had
a drug prescribed by an attendi ng physician who
thinks it's necessary, then found non-conplying with
the formulary. That appears to be the case, they say
you want that drug, you pay for it. So words like
"unnecessary" concern ne.

PacifiCare is given as an exanple of a
good nodel where they approve 90 percent of their
requests for non-formulary drugs. W' ve had hearings
where the major focus of public perceptions were that
10 percent they don't approve, notw thstanding
physi cian efforts over exceedingly |ong periods of
ti me seeking exceptions based on side effects and
ot her adverse inpacts on that patient. The press is
focusing on that 10 percent in terns of consumer
perceptions. So I'mnot sure if a 90 percent record
is good. And while they may prove 90 percent in a
short tinme, you' ve had excessive delays on that 10
percent in ternms of the anmpbunt of time Pacifi Care and
other HM>s deal with that.

We've also had -- the last |ine says,
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"nost doctors agree to convert." W' ve had
physicians testify in legislation they're harassed if
they seek exception and that they're sinply not going
to suffer that harassnment and will acquiesce to
formulary drugs not to inmpact on their patients. So
the balance on this, | think, is nissing.

Agai n, who shoul d devel op the
formularies? W're getting a |lot of controversy now
on capitated drug budgets. Medical groups who do not
use EMI committees, who do not use expert conmttees,
to develop fornularies are sinply suffering financia
| osses directly associated with their capitated drug
budget s, maki ng medi cati on deci si ons wi t hout
expertise. It goes with the issue of elimnating the
recommendati on on the next page. But there's great
controversy about delegating this function to the
medi cal group who may not have the resources or
expertise to really have a reasonable fornulary in
pl ace.

Finally, it says on page 20 top
"pharmaci sts nust call physicians.” In fact,
pharmaci sts do not have to call physicians. The
controversy is they're getting ki ckbacks and ot her
i ncentives from physicians to make formnul ary changes,
notwi t hst andi ng the medi cal necessities associated
wi th those drugs that have been prescribed by
physi ci ans.

So this is a very controversial area
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This goes to the difficulty of striking
a balance in areas like this. [|'mnot sure whether
will supply the information | have. |1'mnot sure if
this group is ever going to cone to a recomendati on
on fornmularies. One may suggest it may be areas
appropriate for striking a balance, others where if
not we can reach that |evel of specificity, what's
the point intrying. | leave it to the group to
deci de.

CHAI RVAN ENTHOVEN: May | just ask
Martin as our |egislator, who is our resident
| egi sl ator, your thought about this whole thing about
the paper; that is, should we be trying for sonething
that is very brief, that is two or three pages each
on access and cost or should we work with the paper
we have but make sure everything is either docunented
and both docunented and bal anced? What is your
general advice to us on that?

HONORABLE GALLEGOS: |'ll make a
comment that is probably going to please staff people
who are here and that is that probably a nore brief
paper would -- | nmean as long as it's bal anced and as
long as it's well docunmented and footnoted and
there's no opinion or comentary in there that has no
basis, | think would be adequat e.

Now, | mean for those of us and staff
who just | ove reading |ong, endless docunents in

addition to all the other that we have to read, as
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long as it was focused and well footnoted | think it
can provi de val uable information, but you know agai n,
it's got to be balanced and not trying to be
persuasi ve and argunment but rather try to be nore
factual and informative in the content.

I don't know if that hel ps.

CHAI RMAN ENTHOVEN:  Yeah.

DR. ROVERO. |I'd just like to follow
up.

There are several other descriptive
pi eces that were required by |egislation including
the one we tal ked about an hour ago. Wuld you
extend that characterization to those other pieces
al so?

HONORABLE GALLEGOS: |'m not the author
of the legislation and I don't want to put words
into, you know, Assenbly Menber Richter's nouth with
regards to his intent.

["ll just specul ate and give my opinion
and say yeah. Yes, | would in all those instances
think that that would provide for better informtion
overal | .

DR. ROVERO. Ckay. Thank you.

HONORABLE GALLEGOS:  You might want to
consult with the author just to be on the safe side
because | don't want to try to read his nmind and
m sinterpret his intent

DR. ROVERG But as a member of our
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target market, you know, as a proxy for the custoner
for this report, which is a nenber of a legislative
body, you feel for the nost part shorter is better.

HONORABLE GALLEGOS: | think staff
woul d probably agree with that, too.

DR. ROVERO. Thank you.

HONORABLE GALLEGOS: And just to
clarify, too, nmy position here on the Task Force is
not one of legislative, there are certainly no
provisoes for that. [|I'mhere in the capacity of a
pr of essi onal provider who operates in the system
But, | nmean, |I'mhappy to lend any input that | can
fromthe | egislative perspective.

DR. ROVERO. | take the opportunities
any tinme as | find them

HONORABLE GALLEGOS: That's fine, Phil,
no probl em

MR. ZATKIN: Alain, | wanted to nake a
point on the style of the docunment. It refers in
several instances to particular HVMs and we were
referred to, on occasion, quite positively. But I
guess | woul d recommend agai nst that for a coupl e of
reasons: One, | don't think you conducted a
conprehensi ve survey of what the practices are. So
you may not have found the best ones or the worst
ones for that matter. And I would -- | guess | woul d
recommend agai nst at |east nami ng the plans in any

event, and | guess | would be cautious in terns of
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the exanpl e M chael noted sone difficulty where
provi di ng exanpl es about perhaps a further analysis.

CHAI RVAN ENTHOVEN:. Okay. Ron
WIlians.

MR. WLLIAMS: Yeah. Just a brief
comment that | think, given the guidance that seens
shorter is better, |I think we face a pretty tough
chal l enge, particularly around this particular
section. The issues of quality of access and cost
are really critical issues and they turn out to be,
to some degree -- |'Il use the word "driest output"
of the issue. They don't tend to be necessarily
consumer-oriented -- it's nuch nore research-based --
yet it provides a very soli fact base with the
appropriate balance init.

So | just encourage you as you nove
toward brevity that we have to keep a very solid
research base in the final document because this is
one of the nost critical dinmensions of what we have
to say. It's really what does the research say about
qual ity and about access and cost, and | think the
pharmacy di scussi on was a very inportant one and the
cost issue there. It probably illustrates this whole
di l etma bet ween how do you provide the right access
and quality when at the sanme tine, generally, we're
sayi ng pharnmacy costs go up at 20 to 30 percent a
year, and at the same tine the systemhas to find a

way to make sure the patients are receiving the
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necessary pharmaceuticals to nmake sure their health
status is maintained.

MR, LEE: | think brevity is a great
thing but also people will only read so far and as
under stand the proposed format, which is one | didn't
even think about, the executive summary of each of

these papers is what would be in the quote, unquote

front and the however long it is -- and | still like
brevity -- would be an appendi Xx.
| nean, | will care a lot nore on the

next draft about what's in the executive summary as
well as what's in the body, but the executive sumary
is what I would suggest |egislative staff are going
to read, what nost people are going to read.
I"'mworried about the supported
mat eri al being biased or slanted or whatever, as
wel |, but the executive summari es, which are
generally two pages -- you know, | think that's a
good nodel -- are what npst people are going to read.
And does that nmean we still need or don't need the
extent of the backup? | think the backup's
i nportant, but | encourage you as staff has done, to
| ook at those executive summaries. That's what |'m
going to care about next tine, along with a |lot nore
than the backup. | want bal ance there and the
executive sumary is what we're going to need.
CHAl RVAN ENTHOVEN: Ms. O Sul livan

MS. O SULLIVAN: On the funding
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research question | think it's inportant where we've
got these to use it. But also to acknow edge that
one of the big problens that we face is the |ack of
data and | know this piece relies on the Hal Luft
studi es and they go back pretty far and are | ooking
at HMOs in not nmature markets. My understanding is
that once a market is mature is when we really start
seeing the conpetition and the costs being driven
down and | just -- if we're going to live with those
ki nds of studies |I think we need to acknow edge t hat
the worl d has changed so fast they were al nost done
in adifferent world than the world that exists

t oday.

CHAI RVAN ENTHOVEN: | thought we had a
statement in there to that effect.

MS. O SULLIVAN: |'mjust saying as
we're going in terms of what is next in terns of a
shorter paper.

MR, LEE: 15-m nute war ni ng.

CHAI RVAN ENTHOVEN:  Hel en
Rodri guez-Tri as.

DR. RODRI GUEZ-TRIAS: | see this report
as al so being helpful for people in the field in
general and | would vote for this side of keeping
much of the research that has been done in appendices
or however. W might decide for the readability of
it that this work should not get lost, that it should

be avail abl e for people out there that are going to
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use it.

CHAI RVAN ENTHOVEN: Okay. J.D
Nor t hway.

DR. NORTHWAY: Executive sunmaries are
what people will read. You need to make certain that

the data is in the backup and so people can make the
same conclusions or draw the sane summari es that we
drew fromthe data that's in the whol e paper.

CHAI RMAN ENTHOVEN: Ckay. Brad

G | bert.

DR. G LBERT: Just very quickly to add
to Steve's comment: | don't thing specific HVMOs
shoul d be nentioned at all. There are nany HM3s that

don't do drug discounts and rebates and they m ght
have a reasonabl e process which then views them as
the exanpl e; you have others that don't.

So I woul d suggest when you want to
maeke a comment you just give a general statenent
about the range of types of activities that are done
because, | nmean, in the pharmaceutical area the range
is fromHV>s that have absolutely no relationships in
terms of those financially to those that are
significantly inpacted.

The State of California uses rebates
and direct discounts extensively in the Medica
formulary, for exanple. So | would avoid any
specific nami ng and sinply provide a range, a genera

range of what the different nethodol ogies are.
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CHAI RVAN ENTHOVEN: Okay. Al pert.

DR. ALPERT: Just a sinple exclamation
point after Brad's. Under customer service the best
HMOs stress custoner service, the best HMOs. The
next sentence starts: "Lifeguard health care.” So
you can.

CHAI RVAN ENTHOVEN:. W accept the point
that will help us to shorten it. Al specific
references to specific HMOs.

MR. LEE: You can see that in an
upconi ng advertisement, can't you?

MS. O SULLIVAN: Task Force says.

CHAI RVAN ENTHOVEN:. That will help us
approach Maryann's goal

DR. ROVERO. The worst of all possible
worl ds would be if the only specific HMOs nentioned

were those who have representation on this Task

For ce.

CHAI RVAN ENTHOVEN. Okay. Barbara
Decker .

MS. DECKER: | agreed with what Hel en
had said a m nute ago about -- | mean, one of the

exciting things to ne reading these papers was this
is great information | can use in different ways that
was very informative and hel pful and I guess now even
t hough we have a great consensus goi ng about no
specific references to HMOs, I'ma little concerned

about if we just say the range is "X" versus Ato Z
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have we -- we're not giving a cite, we're just saying
it's Ato Z, have we been underm ned or our
credibility as to how did we decide the range is Ato
Z? | don't want to mention the best HMO, | agree,

but 1'm concerned saying it's this and not having any
actual data to support why it's this.

MR. LEE: An answer to that is | think
it's a worthwhile introduction to note that the staff
did sonme survey on specific plans and sonme exanpl es
are given, but decision was nmade to never cite the
specific plan for reasons that the citations that are
the inmportant ones here aren't so nmuch to Lifeguard
with PacifiCare, but they're to where we're making
broader conclusions that "X' studies says we make
broader assertions. So | think that's relatively
easy to cover.

CHAI RVAN ENTHOVEN:  Hel en

DR. RODRI GUEZ-TRIAS: Is there al so
some surveys out there, | mean, this recent one which
I just saw on the newspaper, | haven't seen the
actual report on the NCQA on | ooking at the various
i ndi cators, you know, speak specifically to
particular plans. So | think where there's
literature backup for a survey approach, it may be
appropriate to include that kind of information.

MR, ZATKIN: | think it's in "U'S. News
and World Report" next issue it's com ng out.

MR, LEE: Already out.
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MR, ZATKIN: But that there are
several, that's one. You know when you | egislate you
| egi slate, and pl ease correct me, but you typically
| egi slate on the worst practice not the best. And
the issue is will the worst practices correct
thenmsel ves without |egislation. That's always where
the legislature finds the dilemm and we need to try
to help in dealing with that. Wich of these -- it
isn't that Lifeguard can do this so well, it's that
sonebody else is doing it so poorly and what needs to
be done in order for that to inprove. That's the
fundanmental issue that we face in all of these areas.

So as | understand it, no conprehensive
survey has been done on practices. W're nostly
relying on sort of what is generally known about the
best practices and maybe the worst. [It's conming up
through the ERG group process | hope.

CHAI RVAN ENTHOVEN: Let me just say
we're heading up to the 11-minute warning. W' ve got
10 minutes to go.

MS. SEVERONI: | wanted to pick up on a
commrent that Ron WIlians nade that sort of
crystalized the thought in ny mind and that is in
tal ki ng about the areas of quality, cost and access
as areas that, at |least as we've presented them and
tal ked about themtoday, are quite dry and | ess
consuner-focused. And I think we maybe want to shine

alight onthat a little bit. In particular, | was
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starting to think about the quality issue and how I
wat ched health care organi zati ons struggling nowto
try to live under the requirenents of all of these
organi zati ons and regul ati ng agenci es that are asking
for outcones and to neasure and this and that and the
other thing. And that each and every tinme | see
these ki nds of neasures presented to the public, they
really don't have much nmeaning to people who access
the systemon a daily basis.

And sone of you know | have a hias
here. | amon the board of directors of FACT, the
Foundation for Accountability, which is |ooking at
how one can present a nodel of collecting quality
informati on that would all ow each and every consuner
the ability to have neaningful information to conpare
pl ans and provi ders and ot hers.

And | would really like to see us
strike out alittle further in this paper, maybe not
necessarily using that nodel, but the inportance now
in saying that informati on needs to be neaningful to
consuners, not just to the regulatory agencies or the
purchasing groups that are -- that a very basic node
that already I know HI CFA is tal king about adopting
this consuner friendly areas and coll ecting data and

information, and |'d be happy to share that with you

so that we can sort of look to see -- and | think
al ong the areas of cost and access as well if | might
just say in terms of cost. | don't really know who's
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ri ght anynore about whether costs are up or down.
But | do know that when we talk with the public, they
believe that they are paying nore. And whet her
that's real or not, it's a perception that's very,
very strong

CHAI RVAN ENTHOVEN: | think what's
going on there is there are data that show enpl oyers
are one way or another naki ng enpl oyees partici pate
nmore in the prem um

There is, unfortunately, a kind of
optical illusion because every economist will tel
you that so-called enployer paid health insurance
really conmes out as wages. But as it appears to the
ordi nary enpl oyee, and we've seen this in various
ways: For exanple, the legislature limted the
maxi mum contri bution that would be nade on behal f of
state enployees, University of California adopted a
policy that they would only pay for the | ow priced
HMO, Stanford did sonething conparable, et cetera.
And so, it is true that people are -- that's where
you get that. And I'mnot sure what to say about it
because it's --

M5. SEVERONI: One recomendation that
I sonetines talk to enployers about is why not
quarterly or twice a year include in an enpl oyee's
pay stub what the contribution is, what you're
putting forth in ternms of paying for their health

care benefit so that | can sort of conpare. But I

121
BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

guess, sort of |ooking for sone nore practical ways
to bringing some of that cost information back.

CHAI RVAN ENTHOVEN:  You know t hat pl ow
where themthrow the USC -- they al so throw the book
with the -- forget that.

MS. FINBERG  Well, going back to our
charge of the legislation about answering the
question about whether the goals are net on quality,
access and cost. That tells ne -- | nean, this
paper, | guess, is witten as a background and
basically saying yes, so voting on this paper,
approving it, seens like it is a sinplified answer.
If we're going to expand this paper, which | think is
difficult to do with these brevity suggestions, but
if we're going to --

DR. ROVERO. Actually, Jeanne, just |et
me interrupt. That's strictly a format issue. You
can have a | engthy paper and have a brief executive
sumary and you can separate them

MS. FINBERG  Okay. That sounds good.
Then to the extent that they' re answering those
questions, I'd like to see the questions answered
fromthe consuner perspective and Ellen's coments
goes to one part of it, the cost issue. The cost for
the individual consumer is going up or, you know,
ot her ways in which it has gone down.

And the sane with regard to quality and

the sanme with regard to access. Sonme of the nost
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difficult issues on access haven't been addressed.
One woul d be the uninsured which we're giving very
short-termtreatnent in our Task Force, but it needs
to be nentioned. And the other access issues with
regard to navigating the managed-care arena are very
i nportant issues that need to be addressed. And |I'm
guessing now that it needs to be in this paper so
woul d like to see that.

CHAI RVAN ENTHOVEN:. Okay. Thank you
I think we're going to need now to nove onto nenbers
of the public. Again, | want to ask you to make your
comments very brief and concise and just to address
this paper and to speak for no nore than three
m nut es.

We'll start with M. Richard Van Horn,
California Coalition for Mental Health.

MR. VAN HORN: This is the one
pl anned to be here for. | will not read the witten
testinmony to you. But | do want to underline a few
things in relation to this.

This year the nental health comunity
had a bill caught up in the managed care bill net and
with a threatened veto until this Task Force had made
its report. So | need to ask you for sonme very
speci al cooperation with us in this. W nmade this
two-year bill to void the promi sed veto to cover any
and all rmanaged-care bills.

The argunent for parity in a nanaged
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systemis the issue here. This was bill AB 1100 by
Assenbl ywoman Hel en Thonpson, sponsored originally by
the California Alliance for the Mentally 111, the
famlies group, and endorsed, of course, by the
entire constituency.

The letter of testinony underlined
several points. GCbviously, we wish to eliminate
disparity in access and require all the health plans
to elimnate specifically limtations on the
availability of nmental health care

This is the same reconmendati on and
there's two pieces coming around to you that is in
the Federal Enployee's Health Benefit Plan annua
call letter. The purpose of a call letter is to
outline the requirenents that are going to be there
in any bids to be a provider under FEHBP. This cal
letter which is also com ng around to you calls for
parity and notes that it is not a | egal requirenent
at this point. Federally, only lifetime and annua
caps are -- cannot be discrimnatory but the FEHBP
call letter nmakes the point that they feel that the
intent of legislation concerning the desire of the
public is to have parity and that, properly nanaged,
it would be, it will be, cost neutral. Seven states
have already put into practice parity |egislation and
have found that it is, indeed, cost neutral when
responsi bl y managed.

The issue for us, which is key in this,
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is that need to develop a flexible benefits structure
offering a wide array of conmunity services for the
usual 20 outpatient visits 30 hospital days within a
year. One of the things which we have found in

devel opnent integrated care --

CHAI RVAN ENTHOVEN: Can you wap it up,
pl ease.

MR, VAN HORN: -- is that hospital care
to reduce fromthe standard 42 percent in Los Angel es
County in particular to 6 percent in an adequately
i ntegrated system of care

So we firmy, sincerely, heartfeltly
urge that AB 1100 sonmewhere gets into your
recommendati ons. Thank you.

CHAI RVAN ENTHOVEN: Thank you. We'l
next hear from Mari ana Lanb of the Medical Oncol ogy
Associ ation of Southern California. M. Lanb, thank
you for com ng.

MS. LAMB: Thank you for allowing ne to
participate. Just a fewthings. Again, |'mthe
director of the Medical Oncol ogy Association of
Southern California. W neet quarterly with Medicare
i nternediaries, TransAmerica, Dr. Cerald Roben from
NHI C. W al so discuss policy issues with Dr. George
Wl son fromthe Departnent of Health Services.

The concerns | have are with regard to
the brevity of this nost inportant aspect of

heal th-care delivery, that's quality, cost and access
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to care.

In terns of the concern | have with
regard to quality of the care. How do you define
quality? | know in oncology and in cancer care they
define quality as outcones, as response rate, and as
you all know besi des cardi ol ogy and di abetes, cancer
is the third highest and nost costly of all three
currently on the rise in the United States.

Qobviously we are affected conpletely
different than the other patients that you currently
are considering. | want to again caution on the
shortness and the brevity in your paper

One point on page 4, "Summary of
Managed Care." The difference between Pal m Springs
prostate techni ques and Stockton prostate techni ques,
strictly I would venture to say it is a popul ation
denographic i ssue. The concern of trying to make it
brief and getting your point across, you |lose the
focus and you really I ose the intent of why these
thi ngs take pl ace.

New treat ments, obviously in cancer
there's a new drug out every day, thank God for
COBRA.

Goi ng back to fornularies, | believe
the gentleman fromthe San Bernardi no | PAs indicated
that, yeah, a lot of fornmularies are based on
ki ckback and rebates, creates concern in your

recommendation for fornularies that there is a basis
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for this a scientific rational and not nonetary
ki ckback.

Scientific justification, once again,
we found that policies are devised nore as an
exception rather than based upon 2 percent fraudul ent
physi ci ans. The 98 percent of physicians that
actual ly prescribe this medicine and provide
good-quality health care are scientifically based.
And to broadly paint over physicians prem se by
indicating with no scientific justification, | have
great concern over.

Agai n, keeping factual and informative
is ny greatest concern. Thank you.

CHAI RVAN ENTHOVEN:  Thank you very
much.

We' || take about a 15 or 20 minute
break so the nmenbers can get their lunch, but what |
woul d li ke to encourage you to do is bring it back to
the table. Let the court reporter change her paper
and we will be working through l[unchti ne.

(Recess.)

CHAI RVAN ENTHOVEN:  Woul d t he nenbers
pl ease take your seats as quickly as possible.

W t hout objection could we nove to the
agenda itemlI1-E which is the paper called "Risk
Adj ustnment: A Cure for Adverse Selection."

MS. FINBERG Did we skip a paper,

Al ai n?
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CHAl RVAN ENTHOVEN: | said wi thout
obj ection could we nove to the agenda I11-D

MR, LEE: It's "E' Ri sk Adjustnent.

CHAI RVAN ENTHOVEN: Item 111-E which is
the paper called "Risk Adjustnment: A Cure for
Adverse Sel ection.™

MS. FINBERG | didn't hear that, I'm
sorry.

CHAI RVAN ENTHOVEN: May | just say
briefly to launch this. There are a variety of
reasons that people do or don't adopt risk
adj ustnents and a variety of considerations from
fairly pragmatic and short-termoriented to very
fundamental and phil osophical. | try to just briefly
touch the ends of that spectrum for exanple, adopted
ri sk adj ust ment because they wanted to keep the
wi de- access products, PPOs for exanple, in their
product m x

And what tends to happen in these
mul ti ple choice situations is if you offer people a
choi ce between a nore restricted access product and a
Wi der-access product, let's say cl osed-end HMO versus
PPCs, then the w der-access product tends to get
adverse selection and the w der-access product tends
to get spiraled, into a prem um spiral because the
playing field is not |evel.

So one reason for adopting risk

adjustnent is to level the playing field and | et
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consumers have a fair econonmic choice of a

wi de- access product where they're paying for its

hi gher costs because of weaker cost controls whet her
paying for the adverse selection notive. That's one
reason.

But the other reason if you want to
think broadly and phil osophically, | think one of the
reasons that we're having this Task Force and al
these problenms is because there is a | ot of
controversy over the norale foundations of the
heal th-care systemas it is presently constituted.
And there are a nunber of issues that are of great
concern to people. There are people on both sides of
the issues. One we've been hearing a great dea

about is the appropriateness of for-profit

organi zations in health care. |I'mnot taking a stand
on this one way or another, |I'mjust saying that's
one i ssue.

Anot her issue in the noral e foundations
of our systemis concerns over fairness, if |large
nunbers of people are left out of it, and another one
is this whol e problem of skinmng -- and nmanaged-care
entities or any kind of health insurance, managed
care or not, is often suspected of doing and creating
skinming activities.

Sara and | were driving up the
peni nsul a the other day and noticed a | arge Health

Net billboard which said, "Well, Wll, wll." And
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heal t hy young people on the billboard and we recall ed
what we were all kind of commenting about in a
di scussion is that, well, no, we've got this right
when there's a billboard that says sick, sick, sick
We do great work with AIDS and cancer patients.

So | think with the lack of risk
adj ustnment, which is function of the payers by the
way and not the health plans, primarily is that we're
putting health plans under an awful |ot of pressure
to find ways not to be terrific at taking care of
very sick intensive people and that would be one of
the ways of correcting a problemin which you could
say the presently constitution is norally suspect.

So I'"ll just -- with that before you
see what does the Task Force think about adverse
sel ection.

"Il plead guilty to the fact that the
paper is -- comes out in favor of it. W'IlIl be
consi dering recommendations in voting on the whole
thing in the next nmeeting. So | guess the nmain thing
now is just to consider the paper

St eve ZatKkin.

MR. ZATKIN. Al ain, because | have to
| eave soon | do want to conment. | support the crux
of this paper which is to encourage risk adjustnent.
I do believe it is an inmportant and often overl ooked
el enent that can create a better system

In terns of the specifics under
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recommendations | had, | think, in general, what they
call for -- what they do is encourage, which | think
is the appropriate route to take.

One exception is the reconmendati on
regardi ng any subsequent small group purchasing
arrangenents where they propose a requirenent and |I'm
not sure that that is consistent with the genera
phi | osophy of the other recommendati ons which
encourage and then say let's look if this hasn't been
done within a certain period, then maybe a
requi rement would be in order. And I think that that
phi | osophy shoul d be consistent even as it applies to
the small group arrangenments whi ch probably have a
little bit more difficulty, frankly, in doing this
because of the lack of staff and so on. So | would
recommend that you consider a redraft nmaking that
nore consi stent.

But | do support the thrust of the --
of the paper.

CHAI RVAN ENTHOVEN: Thank you. | think
per haps what we should say is first encouraged to do
it and if that hasn't happened within three years,
then the | egislature should consider requiring it.
And for those small groups that should cone |ater
after the big. Most resourceful entities have done
it. Because they'Il get all the systens into place
and it would be a |ot easier for others to follow

So that will be the sense of it.
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MR, ZATKIN:. | guess the other point |
want to make: We tal k about encouraging the plans to
do this, as well, which | think is inmportant. Wth
respect to nedical groups, did you |look at the issue
around hospitals, specifically, because that issue
was raised. And | don't know enough about the
technol ogy to know whether that is appropriate or
not. That certainly was the nature of the request
that we got.

DR. KARPF: Could you clarify what
you' re asking?

MR. ZATKI N: Whet her technol ogy around
risk adjusting for the hospitals as opposed to
medi cal groups is there, the technology is there and
the acceptance is there.

CHAI RVAN ENTHOVEN: | think the
technology is there for global, you know, for
capitation for conprehensive services. One problem
is that typically or frequently health plans don't
capitate hospitals. There are sone exceptions to
that. And so they're usually being negotiated al
i nclusive per diens. So, in a sense, you could say
that nore is paid for the hospitals who do nore.

MR. ZATKIN. So when we heard fromthe
acadeni c nedical centers, we were hearing nore in
ternms nedical services they provide rather than
hospi t al s.

DR. KARPF: No, | don't think that's
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correct. | think it's a conbination of both.
think there is some technol ogy available to risk
adj ust patients within a hospital or anong hospitals.
Li ke when we take a | ook at what we have to report to
a variety of entities we end up always risk
adjusting. If we don't, there's a very skewed vi ew.

As an exanple, we were responding to a
H CFA center of excellence who took a | ook at our
nmortality at UCLA. In a raw fashion our nortality is
very high. |If you look at nortalities in a
ri sk-adjusted fashion, nortalities were actually
better than expected. So | think the nmethodol ogy
isn't perfect, sort of in a nascent state, but |
think it needs to be developnent. | think risk
adj ust ment based strictly on capitation will help
some, but not totally alleviate all the issues. |
think there's sort of a conbination between risk
adj ust mrent and recognition of centers of excellence,
and not on a case by case basis, but a smaller than
capitated basis that needs to be at some point in
ti me recogni zed

CHAl RVAN ENTHOVEN:  Pet er .

MR. LEE: This is, as | understand it,
different than the last two papers. This is not a
background paper. Even though this canme from staff
this is where we're starting to make reconmendati ons
to i nprove things.

I think what mnight be hel pful, there
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were five and a half, | think, specific
recommendati ons here. Are there comments on
recommendati on one, or in sonme way a Sstructure going
through this and | appreciate this across the board.
I've got different comments on different things.
That's just a process suggestion on substance.

Again, | think we need to be very clear
who we're maki ng reconmendations to and when we're
meki ng advi sory recommendati ons and when we're maki ng
speci fic reconmendati ons.

| read this sonewhat differently than
Steve and it seenms to nme that three of these maybe
are requests for legislation. Maybe not today, maybe
tonorrow, but we need to be very explicit, | think,
as a task force, to say we are advising the plans or
sonmeone, this is a good thing to do such as | think
when | call recommendations three and four, the ones
at DHS versus the other recomendati ons which all
have requirement elements. And when | read a
requi rement elenment, | interpret that to nmean the
| egi sl ature shoul d or soneone that can nmake soneone
do sonething should do it. And if we're naking a
recommendati on, which in many places this is, now
we've started us down a nmuch [ onger path where we're
saying "requirenent,"” | think we need to be explicit
and say who we're saying should be doing this
requirenment.

So that's the sort of introductory
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notes. Wth that, do people think it would be usefu
to go through each recomendation at a tine or should
we state all our comments on all five or six?

CHAI RVAN ENTHOVEN: Ron, are you goi ng
to speak to that?

MR, WLLIAMS: Yeah, if | may.

| think that -- | think it might be
useful to have a general discussion on the front end
for a portion of the tinme about sone of the
phi | osophi cal issues and then nove into sone of the
specific conments and | have general comrents | would
like to make if | could do it now.

CHAI RVAN ENTHOVEN: Be sure to speak
into the mke.

VWhat you're saying is let's first
di scuss the broad phil osophical strategic aspect and
then hal fway through our hour we'll conme back and
wal k through the specifics one at a tinme?

MR, WLLIAMS:  Yes.

MR, LEE: | think that's a great
process suggestion. Wth that |I'lIl nake one overal
comment besides that if | coul d.

| think this is one of the nost
i nportant areas where we can encourage and try to
hi ghlight and | appreciate that this is the first
area we're naking recommendations in into the current
flow And | think it is also one of the ones

general ly where requirenents are probably | east
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appropriate, there are sone appropriate ones. But |
think it's great to highlight this area as we are
doi ng.

CHAI RMAN ENTHOVEN: | think, Peter, on
the requiring issue --

MR, LEE: That's a specific
recommendati on, Al

CHAI RVAN ENTHOVEN: We'll get that,
yeah. Now let's see where are we. Now if | can go
back to my order here, Alpert and then Giffiths.

DR. ALPERT: | applaud this. This
address to this recomendation | think the thene is
terrific. First of all, it does one of the things
that's been inportant to nme, in a sinplistic fashion,
and that is to identify the issues that are so
paradoxi cal and we can all agree they shouldn't be
happening and it's actually stated here. And when it
tal ks about a survival strategy for a group that
woul d be good to actually avoi d devel opi ng excel |l ence
and that's true whether you' re a physician or for a
hospital or medical group or whatever you are, and
this addresses correcting that paradox that we can
all agree.

It does invoke, as the chairman has
said, the norale inperative, which is wonderful, and
I reconmend for everybody to read and | concur. And
so | applaud the theme and the great issue of this

and there have been a couple -- oh, and to comrent on
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one of the things that already has happened that Dr.
Kar pf was asking about and | assume that to be --
interpret that as the nmulti-tiered use of the risk
adjust. And that's actually an executive sunmmary is
-- looks to nme to be spelled out quite clearly,
shoul d further require risk adjustnment paynments flow
through to medi cal groups and ot her providers and
hospital s and providers and so forth. So to nme it's
i ncl uded here.

I've got a couple other specific things
but I'Il save those.

CHAI RVAN ENTHOVEN:. Okay. Thank you

Di ane.
MS. GRIFFITHS: | wanted to raise an
issue that we didn't discuss. | believe it was part

of the presentation on risk adjustment papers and
that's the issue of patient's privacy concerns around
the informati on sharing that would be required to

ri sk adj ust.

And | haven't had any opportunity to
really dial ogue with people about that, nor do any
research. But clearly, in an environnment where
peopl e are discrimnated agai nst based on health
status, both in terns of insurance purchase and in
ternms of enploynment, broader sharing of nedical data
concerning patients can be problematic for people.
And maybe ny question woul d be addressed to the

consuner representatives here. This paper assunes
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that the cost benefit analysis for consuners cones
out in favor of risk adjusting premuns. That is

t hat broader access and | ower cost insurance is a
greater value than maintaining the privacy concerning
your medical records or, alternatively, that there
will be sufficient protections involved in risk

adj ustnent that they will not be harmed by it. More
of a philosophical question, but not one that we've
di scussed previously.

CHAl RVAN ENTHOVEN: | believe the
techni cal methods are available so that when the
health plan transfers the data to the centra
clearing house to do it, that the patient records are
re-coded in such a way that it's not possible to
identify individual patients and | think OSHPD does
that, the HHPIC -- now | haven't really gone into
techni cal details which tal k about how data we have
gotten to analyze is nade publicly available in such
a way that you can't identify these.

MS. GRIFFITHS: Just a followup
question on that: | amaware that there are
scranbling techniques to delink identity from
di agnosi s, et cetera.

But what happens when the patient
changes from Pacifi Care to Kaiser? There's no --
we're not envisioning an increnmental kind of risk
adj ust mrent but sone other nore general formthat

will -- wouldn't require the transm ssion of that
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data that you're getting a healthy patient not
getting a sick patient?

CHAl RVAN ENTHOVEN: That woul d be a
different question. Usually the way this is done is
for 1997 we have the data fromdifferent health
pl ans, you know, with the appropriate scranbling, and
then the clearing house does the econonetric nodeling
to translate that into financial and that is used as
a predictor for the follow ng year

MS. GRIFFITHS: So it's an anal yzed?

CHAI RVAN ENTHOVEN:. Right. That woul d
be an interesting and worthwhile thing to do to find
a convenient way that the patient can authorize the
transfer of her nedical records from Kaiser to
Pacifi Care or vice versa

M5. GRIFFITHS: O not.

CHAl RMAN ENTHOVEN: O not, uh-huh
That aut horized neans you have a choi ce.

M5. GRIFFITHS: Right.

CHAI RVAN ENTHOVEN:  Jeanne Fi nberg.

MS. FINBERG  Unfortunately |'m going
to have to go so I'mnot going to be around for the
full discussion of reconmendations but | would like
to say that | do really like the paper, background
and analysis. It doesn't suffer froma lot of the
probl ems that we were concerned about before in terns
of spin or lack of balance, et cetera.

One question | did have, though, in the

139
BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

first part of the paper, which cones up with regard
to the recommendations with regard to H CFA and

Medi -Cal, | amunclear as to what initiatives are out
there on those areas of risk adjustment. | thought
there were sone and that's not reflected, so that

m ght be an area that could be devel oped and
expl ai ned before we make reconmmendati ons in that
area. Wth that I'"'mgoing to | eave. Thank you.

CHAI RVAN ENTHOVEN: Where is Medi-Cal ?
We'll get into that. Thank you.

Bruce Spurl ock.

DR. SPURLOCK: Thank you, M. Chairman
I just want to expand a little bit on what Dr. Karpf
saidinalittle bit technical, but | think there's a
pi ece mssing here and this is ny general statenent.

I think that one of the reconmendations
we need to think about is to push technol ogy forward.
It's a very technical reconmendation and | think that
when you | ook at | arge popul ati ons, which nost of the
ri sk adj ustnment nodels | ook at health plan |evel,
it's different than | ooking -- potentially different
than | ooking at the level of the hospital, |evel of
the physician of a medical group and to the extent
that the nodel is different, we need to know that and
under stand that because what's really inportant is to
pass it through those to front line levels so that
the popul ations that the nodel, this so-called black

box that you know we put nunbers in it for that, and
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then understand the difference for each popul ation.

We talked a little bit about this with
Gaucher's di sease and ot her populations that don't do
well as long as we don't have that |evel of risk
adj ust mrent technol ogy.

So | think a recommendation needs to be
added to the extent that we need to encourage further
research in this area about different popul ati ons and
anal yzing how different they are in risk adjustnent
technol ogy versus general popul ations.

CHAI RVAN ENTHOVEN:.  Very good. All
right.

Getting back to Peter's question, what
do you think specifically -- well we can be making a
statement to foundations. Medicare has been -- |
mean HI CFA has been putting a |l ot of npbney into this
research. W want to say inplenenting it does not
mean stop research, continue, the nore the better.

Ri ght. Ckay.

Nor t hway .

DR. NORTHWAY: | just want to follow a
little of what Diane Giffiths said or maybe
sonmething a little different.

| presume that when we are talking in
this particular area we're tal king about a
rel ati onship between plan and the provider and in the
consumer or nenbers side, a nenmber is a nenber is a

menber is a menber regardl ess of what the nenber's
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basi ¢ health background, and that once we determ ne
that a patient or a nmenber has a bad health record,
then the added costs are not transnmitted back to the
pati ent who happens to have picked up the wong
health care problem The issue here we're really
tal king about is the relationship between the plan
who has already received the noney and the providers
to make sure the providers who are taking care of
sick patients don't get run out of business, is that
right?

CHAl RVAN ENTHOVEN: That's the idea.

DR. NORTHWAY: Also to follow up on
what Kimsaid, | think, at |east on the Medi-Cal side
and the pediatric side, that a lot of the high-risk
patients have been carved out because they're stil
in the CCS carve-out which is not part of the
Medi - Cal managed-care program but there may be sone
pilots out there in which she's going to | ook at how
these patients do interact.

CHAI RVAN ENTHOVEN:  Kim do you want to
comment on that?

MS. BELSHE: | think Dr. Northway
touched on this.

MR, WLLIAMS: A few comments: One is
I think this is a very good concept, it's very
desirable. One of the things |I'm concerned about,
though, is it's a concept that needs further

exploration, further pursuit. The actions that we
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take, the actions we recommend, need to be in sync
with the actual |evel of capability to apply a
met hodol ogy to this.

I recall in sone of the testinony in
the last nmeeting sonme of the articles |'ve read which
clearly denonstrate the ability to apply this to a
Medi care risk popul ation or a popul ati on over 65.

In consultation with our actuari es,
they suggest that there are substantial differences
in applying this to a commerci al popul ation. Sone of
those problens are really data probl ens as opposed to
problenms of will or problens of desirability. It
focuses on the whol e question of coding, the whole
question of transient popul ati ons where the enpl oyer
nmoves and you have |lots of turnover perhaps during
the year, you've got downsizing, you' ve got upsizing.
So | think we need to find the concept with a rea
research base

There are a couple of things | would
recormend staff take a look at. One of which I wll
meke available is a study by the Anerican Society of
Actuaries which is an extensive | ook at risk
adj ust mrent and reaches concl usions that have to do
nmore with the data nethodol ogy and sone of the
constraints around that and | will share that.

And | also recently heard of a study by
the group health -- a purchasing group in

Massachusetts which is essentially kind of Iike our
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Cal PERS and | understand they had a study conducted
by Coopers and Lybrand. To the extent we can get
access to that I think it can give us a bit of
addi ti onal fact base.

I think there's also a couple of other
points. One is the whol e question of how we manage
to process, focusing not just on the HMO popul ation
but al so when you tal k about managed care we again
have to broaden the nunber of categories we're
tal ki ng about because we do have the PPCs, we have
the fee-for-service segnent that goes outside of the
PPCs and thi s.

I woul d al so encourage us not to forget
the opportunity to use other techniques |ike stop
wal ks, enrollment protection. | think the reference
made to Medi-Cal is a very good exanple of how high
risk situations are outside of the capitation
experience and people are capitating for things that
are nmuch nore routine, nmuch nore predictable and they
are different.

I think the final conment, which is one
| struggle with, is the question of: How does this
go fromthe health plan down to the medical groups?
And because the nmedical group and the hospita
situations are negotiated arrangenents, | assure you
that every medical group that believes that its
popul ation is sicker and needs an adjustnment will be

nore than glad to receive that adjustnent.

144
BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

On the other hand, every nedical group
who believes it is due for an increase will fight
tooth and nail to maintain its current |evel of
rei mbursement. So the whole question is it's the
right thing to do, but we'll end up with sone
inflationary results on it. | don't have an answer
but I think in ternms of really understanding the
i nplications.

So kind of just to sunmarize, | think
we need to really understand the difference between
the Medi care popul ation and the commerci al
popul ation. W need to really understand the data
limtations in ternms of coding and net hodol ogy and we
need to | ook for exanpl es that denpbnstrate we're not
doi ng research on ourselves but that we feel that the
state of the technology is sufficient that we can
safely proceed to the exploration of the concept.

In the interimagain we mght |ook at
stop loss and enroll ment protections techniques. And
I would al so encourage us to talk to actuaries in
addition to the health econom sts that have
presented, that the actuaries al so have done a great
deal of research in this area

CHAI RVAN ENTHOVEN: Thank you

MR, WLLIAMS: A fairly inportant issue
which is our preferred nmethod of contracting woul d be
to capitate for fairly predictable events and to

provi de stop loss protection at a fairly low level so
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that the medical group is insulated. The big tension
we get is that the medical group typically wants to
assunme all of the risks in a capitated environment
and there's a whol e host of reasons on which other
peopl e can comrent. But there is increasing pressure
in the HMO to assunme as much of the capitation
responsibility as they can, and we have | ots of
debates about that with them Again today, it's the
negotiation, and if you want access to that group you
tend to find a way to work through that in a
cooperative way. W do nmake use of stop losses in
varying |l evels and di fferent groups, but when we
contract we nmake use of all techniques not just one.

DR. KARPF: | can't leave that totally
unanswered, Ron. | think that certainly stop |oss
has been a very inportant mechani smof aneliorating
or nodifying the nodalities, but I think your firmas
wel | as other payers, are actually shying away from
that process, and the contract we're negotiating with
Blue Cross at this point intine -- we're very
conpl ex patients across the board and Blue Cross has
refused to keep its stop loss provision in. So |
think that that has a possibility of aneliorating the
process, it's certainly not an answer. And payers,
as they're starting to feel the pressure for cost
contai nnent and for profits, don't necessarily view
that as a public good.

CHAI RVAN ENTHOVEN:. | certainly agree
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wi th your ideas about the need of stop | oss as one of
the tools of risk adjustnment -- the idea was not to
suggest that risk adjustnment be the whole story.

You take sonething |ike Gaucher's
di sease -- | don't know where PERS is on this
today -- but clearly the logical thing for themto do
is to figure out what is the broad incident of
Gaucher's di sease and take that back fromthe health
pl ans and say we'll pay for that directly because
it's such a costly thing. One of the problens in the
econonetric research on this is you get good
predictors for groups of patients like A's, type B's,
and so forth way out on the ends of the tables of the
statistical distribution that you don't get very good
predi ctions and kind of they're using stop loss for
extraordinarily high cases or costly cases.

Not only that, consolidating the
pur chasi ng power is probably a good idea. Asking
every health plan to go out and negotiate for
Gaucher's providers is probably not economic. So
I'"l'l make sure that we put sonething in.

MR, WLLIAMS: | think one other point
is in response to Mchael's conment. | won't go into
negoti ati ons here, but | think we do believe very
much in case rates. | guess another approach is
gl obal case rates for transplantation and ot her types
of high-risk procedures where you enter into an

arrangenent for the transplantation, for all the
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services that are necessary, and that there's one
rate and it's not a question of how much is this
going to cost. Again, it's carved out.

CHAI RVAN ENTHOVEN:  Rebecca

MS. BOWNE: Ron has stated very
el oquently sone of the points that I was going to
meke but in my usual fashion | think I'lIl nmake a few
more and |'msorry that Jeanne has |left because | do
not find this to be a bal anced paper at all

I would have to say, at the outset,
that | think that risk adjustnment, when the
met hodol ogy is available, will be very, very hel pfu
and in sone linmted fashion they are starting to get
that. And | know that it sounds |ike the panacea and
the end all, but in blunt ternms it's taking noney out
of one pocket and putting noney in the other pocket.
That's what a risk adjustnment is. And when you go
about that kind of thing, you have to be reasonably
careful that your actuarial basis for doing such a
task is on very sound footing. And | would certainly
question in this paper whether the experinent linmted
with the H PIC over a very small popul ation base is
adequat e.

Now, |'m not saying put your head in
the sand, don't do it. | think that we need to very,
very definitely, and the federal governnent through
Medi care risk contracting is -- has stated in the

bal ance budget amendments that they will be working
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on nore accurate risk adjustment. But let's reflect
back a little bit to the whol e busi ness of insurance
and the spreading of risks. In the opening of this

particul ar paper it tal ks about payers paying

uni versity health plans the same prenmiumfor caring

for healthy young or patients seriously ill.

However, what has happened is that a
whol e history of actuarial science through experience
base has determnmi ned what the overall premumto that
enpl oyer will be and then that is divided equally
anong a nunber of participants.

And fortunately we have recent federa
| egi slation that says you'll ensure the whole group
and take all of the dependents within the whol e group
which elimnates much of the, one can call it cherry
pi cking if one chooses to, as well as we have smal
group reformlegislation to curb the majority of
abuses that certainly have gone on and the industry
has needed to clean up and we've needed a gover nnment
hand to help us clean up

But | would suggest to you that this
paper inplies far nore sophistication than is
currently available for risk adjustnent and it
absolutely frightens ne to the core of ny being,
Alain, for to you say we will encourage it for three
years and then if it's not done, we'll put it in
government nandate form because | woul d suggest back

to you that the science is not there yet, that we
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need to be recomending it with all due speed and, of
course, we put effort and initiatives into this, that
is, where we can, where it's applicable we apply it.
But |I think, to say the least, this is junping the
gun above and beyond what may be practical at this
stage of the gane and that's not saying stop where

we're going, let's go there faster. But recognize

we're not there yet because in the end you will be
saying to a risk-adjustnent nmechanism and I'll put
it inthis way so that you will all be offended,

"Take noney away from Dr. Karpf's hospital and put
money in Dr. Northway's hospital."

DR. NORTHWAY: Good i dea.

MS. BOMNE: So while this sounds good,
I would caution and put great caution on you. Let's
deal with the actuarial science first, and encourage
that to be dealt with with all due speed, and take on
experinments and cal cul ate those and, in fact, even
reall ocate paynments where we think it's appropriate.
But before you're ready to say everybody do it and
let's legislate it, | say let's get the facts.

CHAI RVAN ENTHOVEN: This is not saying
everybody do it. This is saying PERS which is
|l ooking at it hard and is on the verge of doing it
anyway. This is to give thema little extra
encouragenent. | think we need to reword sonme of the
rest of it. After that, when it's up and working on

a large scale, then it should be further rolled out.
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It's not saying everybody do it today. | wouldn't
agree with that.

M chael .

DR. KARPF: | do think that technol ogy
must inprove risk adjustnment. W [ook at a system
that | ooks at patient denopgraphics, percent
hypertensi ve, percent diabetes, that's probably not
going to work.

When Professor Luft spoke to us he said
that he was experinmenting with preinposed diagnosis
for risk adjustment which may, in fact, put dollars
credited towards patients that have substantive
di seases that need those dollars credited. | don't
know where that methodology is right now, but | think
it needs to be encouraged and I think we need to put
sonme type of effort and concern on it.

| have sone concern with the
recommendati ons and t he di sadvant age and the
advant age of not having had the opportunity to read
these reports. But many of the comrents | heard this
nmorning were really reflected towards specifics that
were made in the report as opposed to trying to
define principles. You re naking specifics here and
telling PERS to do it, you're telling DHS to do it,
you're telling sonmeone else to do it. You nmay cone
up with four or five different nodalities of risk
adjustnment. |'mnot sure that that's necessarily the

best approach, but maybe what we should be doing is
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recogni zing the principle that we nust do risk

adj ust rent and nandate that the state, over sone
period of time, come up with a nechanismthat is

Cali forni a-based, that essentially gets sone bias in,
but at |east has the opportunity of enforcenment on a
nmor e uni f orm basi s.

So | personally very nmuch support risk
adjustnment. It will be one of the issues that
speak to when | speak to the needs of academ c health
centers and how you preserve sone very nationally
i nportant entities. But |'mnot sure that we can get
down to the specifics of who does it at this point in
time. It needs to be done. It needs to be
supported, the technol ogy needs to be devel oped.
Let's not say who does it, let's just nake sure it
gets done, and nake sure it gets done in a uniform
kind of way so we don't have five or six different
systens that we're arguing about.

CHAI RVAN ENTHOVEN:  Somebody has to be
the penguin off the iceberg and into the water. And
the PERS seens |like the next logical step and it's
under state control

MR. LEE: If | could, we tal ked about
it half an hour maybe just going into specific
suggestions and that's sort of responding to that and
there's a lot of people inline. | don't knowif we
want to keep going to general suggestions or toward

trying to get to the concrete ideas.
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CHAI RVAN ENTHOVEN:  Ckay.

M chael Shapiro, you're next on the
list.

MR, SHAPI RO  This paper struck ne as
coming in like a lion and going out like a |anb.

I was convinced of the inportance of
doi ng sonet hi ng about risk adjustnent, particularly
because of the collective action problem of waiting
for sonmeone to make a nove. It hasn't happened
absent sonme gover nment program or sonme gover nment
i ntervention.

I was al so struck on page 4 of the
report by the heading on C. "The Time is Now for
Ri sk Adjustnent.” | nmean, it seens to nme you can
wait for a perfect system you can wait for perfect
i nformati on, you can wait for perfect nethodol ogy,
you can wait forever.

I think you also -- this goes back to
what Peter was saying, we have to be clear as to what
we' re recomrendi ng. Are we recomending to the
| egislature to do nothing and to encourage it or
watch it and come back and revisit in three years?
This task Force may not be around. | think you have
to understand the wi ndow of opportunity of what it is
you want to recomrend the governor and | egislature do
next year. Wat is it they can do to nake sonething
happen now?

If you take an exanple like Cal PERS
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which | endorse, you can do a lot and actually that
gives themthree years to get it off the ground

t hensel ves and then act with sone force. You can
al so say the legislature cones back in three years.
Those are two very different reconmendati ons.

You can build in time and resources and
expertise to do the best possible job within a
reasonable tinme with sonme certainly for the players
that they're going to have to do sonething. O you
can say, you know, let's encourage this and let's job
own it. But if you have |l ack of concerted action,
| ack of resources, and | ack of mandate, then three
years from now you' re back potentially to where you
started saying no one took us up on this offer and we
have to mandate it.

So if, in fact, there is genera
consensus that risk adjustnment is a serious problem
and | tend to think it is in terns of the vul nerable
popul ations, then I think you m ght want to do the
nmost neani ngful actions, forcing recomendati ons that
are qualified and restrained by virtue of some of the
concerns that were raised as opposed to
recommendations that just say this is really
i nportant, we're not ready yet, don't do anything. |
think you can hopefully acconplish your goals and
mtigate your concerns in the context of something
that you' ve mandated so you have sone |ikely

expectation that there will be progress and success
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tenpered by additional mnethodol ogy studies. But |
woul d counsel that, in fact, this is an inportant
goal you should seek to obtain as best you can.
Sinmply quality it rather than for go recomendati on.

CHAI RMAN ENTHOVEN: Thank you

Attorney Hartshorn.

MR, HARTSHORN: | can say a lot I|ess
now after hearing people make presentations that |
general ly support this, | support what Ron said and
the last coments and | think we need to start to
start and | hope we don't come up with a
recommendati on that | ooks at studying or sonething.

I think we need to encourage at the begi nning because
that will encourage the devel opnent of the technol ogy
as well.

One thing we need to be careful of, if
I missed it |I apologize, we need to nake sure that |
think it's been inplied, | think it's neutral to the
consuner as possible or is neutral. Because if we
start at Cal PERS and they're going to pass it down to

a risk-adjusted prem um or sonething down to plans

woul d pass it onto the providers, it has to -- it
can't inpact the individual. | think the study

that -- or the process you tal ked about, Alain, that
it would be an annualized process, | think that needs

to be, you know, carefully | ooked at because you can
have sone fairly major shifts of populations in tine

anongst health plans. It's still the same enpl oyer,
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but the enployer may drop the health plan or drop a
coupl e and add sone new ones and you can get sonme big
shifts, so just make sure that there's sone

appropri ateness as those shifts take place and not be
a year or two |ag.

CHAI RVAN ENTHOVEN:  Ckay.

Ms. O Sullivan.

MS. O SULLIVAN: Very exciting. Seens
like for years these discussions people were saying
we just have to adjust the rates and pass that
problem so it's exciting to hear that the technol ogy
is getting there.

| don't see anything in here that talks
about snmall purchaser and | see a | ot of danger with
smal | purchasers because then you're really getting
down to, you know, you've got an Al DS enpl oyee,
therefore your rate goes up, and | assune we don't
want that to happen so.

CHAI RVAN ENTHOVEN: Wl |, ideally what
you would like is to have all the small purchasers
and large HHPIC like pools even larger than the HPIC
we have now, at which point they would be able to do
this as the HIPIC is doing.

MS. O SULLIVAN: So naybe we want
sonmething in here that acknow edges that?

MR. LEE: | think that sort of is,
recommendati on four does just that. Purchasing

groups nust do risk adjustnent.
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MS. O SULLIVAN: What |'m I ooking for
is if purchasing groups don't and there are stil
smal | enpl oyers out there negotiating on their own to
make sure they're protected. Right? W don't have
to do that?

MR, WLLIAMS: You can't bury smal
group rates within a certain range.

CHAI RVAN ENTHOVEN: Just apply it to
large entities. W would apply this to |arge
entities.

MS. O SULLIVAN:  And then the
confidentiality questions | think would be nuch nore
tense as a small purchaser |evel also.

On page 2 Dr. Toldmeal is talking
before the early '90s adverse sel ection was not a
serious problem And | sure renenber talking a | ot
about dividing up and cherry picking and skimm ng and
so | just didn't get that.

CHAI RVAN ENTHOVEN: Weéll, | was
thinking of that fromthe point of view of the inpact
on providers because before the '90s enpl oyer
paynments tended to be open ended which is, you know,
here's the fee-for-service plan and we'll pay it, and
so this problemdidn't rattle through to providers.
But | think that that's not well worded

MS. O SULLIVAN: And maybe this isn't
the tinme to say it, but | just want to go with what

Mar k was sayi ng about when we get to the
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recommendation section I'mafraid when we say let's
wait for three years and see if sonebody does it,
that this really is nore than we just say there's a
good idea out there folks, let's hope sonebody does.

| hear you're saying you think PERS is
going to do it anyway, but | think we ought to be
working to make a difference.

CHAI RVAN ENTHOVEN: Here's one of the
problems with PERS. This is how frustrating it is to
meke any progress in this crazy world. The way that
the enpl oyer contribution works in PERS nowis a
maxi rumit's set by law like $175 per enpl oyee per
month. And it turns out that now, this is perfectly
true or approximately true I'mnot sure which, that
all the HMXs are bel ow t hat maxi mum nmeani ng t he
enpl oyer pays in full and so there is no prem um
price sensitivity.

Above the maxi num are the PPGCs, so
peopl e have to pay out-of-pocket for the PPGCs. |If
you do risk adjustnent, the |likely consequence based
on the experience of the H PIC and what's happeni ng
to those enployers is you will add a small surcharge
to the premiuns of the HMOs and then a substantia
subsidy to bring down the price of the PPCs. And
since the -- that will benefit the enployees who are
paying for the PPOs. The PPCs will now cost them
less and the state will be paying for the extra

prem unms of the HMOs.
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MS. O SULLIVAN: [|I'msorry, | didn't
get why that happened.

CHAl RVAN ENTHOVEN: Because the state
pays your premiumin full up to $175 per nmonth. And
so if you raise Kaiser's premiumfrom $150 to $152
the state is going to play that, not the enpl oyee.
So the concern is that will cost the state sone
money. So there is reluctance to do it for that
reason.

M5. WHI TAKER | work with the
Departnent of Personnel Administration and |I've been
intimately involved with PERS on the risk adjustnent
and, Dr. Enthoven, you referred to putting a penguin
on ice. The approach that PERS is currently using to
ri sk-adjusted premumis putting the penguin on ice
with roller-skates.

I like the idea of risk adjustnent. |
said that last nonth when the lady from MRM B was
here. | think there's a lot of nerit to risk
adj ustment, especially by diagnosis. Unfortunately
that's not the way PERS is going. They've been
working with a consulting firm Watson and Watt who
has | ooked at risk-adjustnent prem uns, they talked
about diagnosis related prem umrisk adjustnent.

The RFP that went out asked for risk adjustnent
i nformati on, however it's based on age and sex only.
The primary notivation is that they

want to save the PERS Care plan. It costs too nuch,
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people can't afford it, and the concept is to add a
surcharge to the | ower-cost plans to pay to the PERS
Care plan

As a state enployer we have a probl em
with that, first of all because as you say it sends
up the premuns of all the HMO plans without really
| ooki ng at whether or not PERS Care has a higher
nunber of people with health conditions that cost
nor e.

In addition, the HMO pl ans were
standardi zed several years ago. PERS Care has never
been standardi zed and we don't know how nuch of the
difference in premiumis based on risk versus
delivery, you know the nethod of delivery. And we
ain't there yet. And | get nervous when | see things
like this that you're going to want PERS to do this
because they don't have any clue as to what you're
tal king about at this point.

CHAI RVAN ENTHOVEN: | don't think
that's true

THE PUBLIC. | don't want to get sued
but they may, but that's not where they're going.
Their board is not going that way.

CHAI RVAN ENTHOVEN: | suggest you tal k
with Margaret Stanley, she is extrenely know edgabl e.
So | wouldn't suggest that she doesn't know what
she's tal ki ng about.

THE PUBLI C: | don't think that's the
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case. | think there's nore than risk adjustnent
going on there. | think the primary concernis to
save PERS Care.

CHAl RVAN ENTHOVEN: | mentioned at the
outset that there's a lot of reasons fromthe nundane
to the philosophical for why people do this. And I
did nmention with HHPIC that's why they did it to save
their wi de-access product. | don't think that's an
illegitimate notivation, | think that's a reasonabl e
one to create a level of playing field so that the
peopl e who want the w de-access product pay for the
extra anount that goes with the inefficiency of their
delivery system but they don't pay for the extra
anount that goes with that selection. So that's a

legitimate goal, but there is the real problemthat

will cost the state noney. And |I'Il have to confess
I don't have an estimate of how rmuch it will cost the
state, that's kind of enbarrassing, | guess, |

shoul dn't nmake the reconmendati on wi thout some idea
of knowi ng.

M5. O SULLIVAN: Is it a one time cost,
is that what it is because you' ve got to be giving so
much to the extra.

CHAI RVAN ENTHOVEN. As |ong as the
present system of enployer contribution is in place.

Now, what the state is trying to do
what Mayor Lee is trying to negotiate with the unions

is a new basis of paynent which would be to aggregate
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up a bunch of fringe benefits into a package and put
the price tag on that and say you have a flex plan,
you can shop anong all these things and take your

pi ck, and if you choose a less costly HMO you can
put nmore in your dependent care or your dental care
or sonething |like that which would then rmake the
state's liability finite and would nean that the
peopl e choosing the HM>s that are now getting
favorabl e sel ecti on woul d be having to pay
appropriately nore for that.

MR LEE: Tine flag, we're a little
over our 45 m nutes.

CHAI RVAN ENTHOVEN:  Tony Rodgers.

MR, RODCGERS: | | ook on risk adjustnment
as a driver and | | ook on what we're tal ki ng about
here is things to danpen the systens behavi or versus
to drive the systens behavior. Certainly risk
adjustnment is a driver. Talking to Cal Optinma and
ot her organi zations that deal w th vul nerable
popul ations, this is a key strategy because what they
want to do is certify their networks and wthout --
and | think it's going to be in our recommendati on
wi thout the ability to offer sonme risk adjustnent it
is difficult to get specialized providers to
participate and certainly to certify themthat they
can really handl e the population that they're
probably being assigned. And | think that cane

across with AIDS patient who say they' re being
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assigned to providers who don't know how to take care
of AIDS.

So this is a linked driver. So as you
think about this there are a couple things in the
vul ner abl e popul ati on area that are dependent on us
moving either with this or a different strategy that
will keep the specialized nunbers in place

CHAI RVAN ENTHOVEN:. Okay. Peter Lee

MR, LEE: | was going to hopefully nove
to some of the specific recomendati on di scussions.
Is that --

MR, ZATKIN: Peter, if | could just
interrupt for just a second. Just on genera
phil osophy. | try to keep track of where the Task
Force has reasonably brought agreenent and this is,
frankly, the first I've heard. So | just want to
check ny perceptions.

Before we get into specifics | just
want to get a sense, does nobst -- well, do Task Force
menbers believe that it should be possible to fashion
a set of reconmendations that they can endorse or is
there anybody who does not believe that?

That was ny hopeful inference. Thank
you. Ckay, Peter

MR, LEE: Thank you. The first is --
and this is -- and I think for all the areas we get
into there is going to be areas that are consensus

areas pretty quick that 1'd like us to do and nove on
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and tal k about the harder issues that are required or
not required.

And one that | heard here is that |I'm
| ooki ng now at the bottom of the first page of the
executive sumary where it says; "when appropriate,”
et cetera, et cetera. | think the first
recommendation i s an advi sory reconmendati on which is
maj or purchasers and foundati ons shoul d support the
devel opnent of et cetera, et cetera. And that's a
recommendation that | certainly hear everyone here
strongly agreeing with and | agree with M chael's
point that certain things that you nmake as
recommendation carry different weight. But | think
that's very inportant for us to have the first thing,
this needs to be devel oped, the science needs to be
moved al ong, and | woul d nove that hopefully by
consensus.

DR. KARPF: In a reasonable tine frane.

MR. LEE: In a reasonable tinme frame so
that it's a priority issue for mgjor purchasers and
maj or foundations to fund and support these.

MR, WLLIAMS: Where are you?

MR, LEE: 1'mat the very bottom of
what isn't a bullet on the first page of the
executive summary. |nstead of saying "when
appropriate,” | deleted when appropriate and said
sonet hing along the line major purchasers and

foundati ons shoul d support the devel opnent of
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appropriate analysis to, et cetera.

It's to -- I'"'mnot doing the words
specifically right now, Ron, but that the agreed
recommendation that |1've heard is that it should nove
ahead in a studied way with all deliberate speed and
that speed should be fast. So | think that's a
starting reconmendati on.

The next -- these of bullets noved up
to the first reconmendati on on the PERS which shoul d
be bounced around and | would -- | nean, this is -- |
woul d | ove this discussion because |'ve |earned
something and I'ma little bit nore cautious than
woul d be on sone requirenent areas, but at the sane
time | think having no mandate i s dangerous. The
mandate that | would like to see for Cal PERS is
that -- is -- the legislature call on Cal PERS to
report to it in "X" period, whether it's two years
fromnow we say a date, what is done to inplenent
ri sk adj ustnent and why or why not. And then
it's -- the mandate is Cal PERS as a mmj or purchaser
that the legislature can call on has to nmake the case
why it hasn't noved on the area the |egislature views
as particularly inportant. And that's an anendnent
of -- it's not saying required by "X" years, but by
two years fromnow Cal PERS do a report. So that's a
proposed amendnent to recommendati on one.

M5. BOMNE: So in effect whether, how,

and why or why not they nove on risk adjustnent.
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MR, LEE: Yes.

CHAI RVAN ENTHOVEN: Can | just get a
show of hands.

M5. O SULLIVAN: Can | conment on it.

I think it's very weak. | think that what Cal PERS
can then do is hold their head up high and cone back
in three years and say we didn't do it, the
technol ogy is not there.

MR, LEE: But part of just -- as rnuch
as one of the things that -- | nean, | think risk
adj ustnment is absolutely one of the npbst inportant
things. But risk adjustment done wong hurts people
who are nost vulnerable and I don't want risk
adj ustnent that is going to penalize providers of HV
care, because risk adjustnent done wong woul d have
them getti ng under conpensat ed.

CHAI RMAN ENTHOVEN: O course, Peter
that's what we have today.

MS. O SULLIVAN: It's not going to do
anyt hi ng but hel p people who are working with the
si ckest patients.

CHAI RVAN ENTHOVEN: There's no way it's
going to hurt H V/ AIDS providers. There nay be sone
argunment about when the adjustnment factor ought to be
8 or 12 or sonething.

MR, LEE: | sonewhat disagree because
one of the issues of this topic probably shouldn't be

called risk adjustnment, the answer, it's the need to
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avoi d risk avoidance. And one of the things
mentioned is carve outs, there's a nunber of specific
things that can be done to avoid risk avoi dance and
for exanmple in Medi-Cal ny understanding there's a
nunber of pilot programs that have specifically
capi tat ed- based service provisions for people with
AIDS and HV. If someone thinks, oh, let's stop
doi ng that because now we've got risk adjustnents,
instead we'll pay providers 7 percent nore, | nean,
there are way in terms of |ooking at how this could
happen that could negatively inpact vul nerable
popul ati ons.

CHAI RVAN ENTHOVEN:. Well, | agree with
Ron that we should indicate there's a broader range
of tools which are appropriate, this is one of them

Let's see where are we now. Ckay.

MR, RODGERS: Yes. | was just curious
because of the inpact that Medi-Cal is having on
acadenic nedical centers that get a lot of risks is
it appropriate to include SDHS and as they nove
popul ations into managed care to | ook at risk
adj usting for those popul ations they are going to do
it for the AIDS popul ation, that is a proposal that
they are considering now. So would that be another
group that we want to include in this recommendati on?

MR, LEE: You know, | suggest that
| ooki ng around the room | think we're all | ooking at

somewhat different pages. W could be |ooking at the
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executive summary which is in one order or we could
be | ooking at the back of page 5 which is a
different order. | suggest we're | ooking at
different pages. Help us to be as they say to be al
on the sane page. Al, if | could suggest | suggest
| ook at page 5 because that's a nore full description
of each of the things that is on the executive
sunmmary.

M5. SKUBIK: In terns of the
recommendations in the executive summary.

MR, LEE: They shouldn't be different
t hough.

M5. SKUBIK: This is an issue of race
to go get papers out the door

MS. SINGER: | would recommend | ooki ng
at the executive sunmary because that was the thing
that we worked on | ast.

MR, LEE: Okay.

CHAl RVAN ENTHOVEN:  The third item
there is for DHS to seek to join with HHCFA in a
cooperative project to explore risk adjustnent for
paynments to managed-care plans serving Medi-Ca
beneficiaries and that risk adjusted paynents fl ow
through appropriately to providers.

MR, RODCGERS: Gkay. Thank you

CHAI RVAN ENTHOVEN:  Now, you know one
could make it stronger. | wish Kimwere here to

conment .
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MS. SKUBIK: | just tried to bring her
in but she's working on a crisis on legislation with
the governor's office right now If you have a -- is
there sonething that you wanted to change there?

CHAI RVAN ENTHOVEN:  No. Just find out
if she was unconfortable.

M5. SKUBIK: She's fine with this
executive sumary.

MR. LEE: | think that No. 3
recommendati on at | east needs to say instead of
expl ore expand because this is happening.

M5. SKUBI K:  How about to further
explore. | nmean that's --

M5. O SULLIVAN: If | wanted to
strengthen that recommendation | would say that the
| egi sl ature should require DHS to reach out to HI CFA
to do da, da, da, da, da.

MS. BOWNE: Why does this have to go
back through the legislature? | think we all know
with all due respect to our legislature that they're
not al ways successful.

DR. ROVERO.  Not hi ng personal .

MS. SKUBI K: W think you should do
this.

MS. BOMNE: This is conming froma
governor's reconmendation to one of his own
departnents.

MS. O SULLI VAN: No, it's not. This is
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a Task Force recomendati on.

M5. BOANE: \What ever

MS. O SULLIVAN:. We could say the
governor should instruct or the |egislature should
require. One or the other. Just for us to say DHS
should do it shouldn't --

MR. LEE: And on bullet three, | think
it is inportant to build in and report to the
| egi slature the status of those efforts by "X' date.
I nean it's -- if we all recognize this is such and
i nportant issue we want to keep it in front of the
| egi sl ature and one of the ways to do that is to
report back on what DHS, this is with relation to
No. 3, has done.

CHAI RMVAN ENTHOVEN: Maryann, we're
going to get to issues |ater on where the
recommendation is going to be the governor should
direct his departnent to do the follow ng, |ike
direct the regulatory agency to streaniine and
sinmplify.

MS. O SULLIVAN: |'mjust saying the
governor or the legislator has to make sonebody do
it.

MR. HARTSHORN: On No. 3, I'mon the
executive sumary now for Medicare and Medicaid, |
woul d go back to whoever made the suggestion to
expand the risk adjustnment because right now Medicare

does pay based on age and whet her or not people are
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institutionalized, so it's a beginning point. So we
want to expand past this.

CHAI RMAN ENTHOVEN: That's right. Very
good. Medicare has for 20 years had a risk
adj ust ment - paynent system and the problemis that it
just didn't include diagnosis. So, right.

Hel en.

DR. RODRI GUEZ- TRIAS: | wonder if we
coul d include sonme addition |anguage to make
recommendation in terns of the nonitoring of it and
the actual effect on the outcones indicators in the
vul ner abl e popul ati ons because | think that's
sonmething that we're going to want to be | ooking at
as well as the effects on whoever the costs and
everyt hing el se

CHAI RVAN ENTHOVEN:. Well, that is going
to be into our paper, | think, measuring and
monitoring -- identifying, measuring and nonitoring.

DR RODRIGUEZ-TRIAS: Right. It may,
but | think specifically talking to the risk
adj ustmrent and as risk adjustnent progresses that
that be one of the criteria that's applied.

CHAI RVAN ENTHOVEN:  Ckay.

Martin Gall egos.

HONORABLE GALLEGOS:  No.

MR, SHAPIRO | wanted to go back to
PERS alternative and a study and report back by

Cal PERS wi t hout any obligation to nobve the system
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forward

What | woul d urge consideration of is
the original recommendation with a three-year
mandate, with a two-year report back by Cal PERS where
they can be forgiven not going forward at some point.
But I'mworried about any type of study or
recommendation for reports without some obligation to
pursue that in good faith the best process and within
two years which is a long tinme they cannot cone up
with something that they're willing to inplenent
because of concerns like Peter's seens to ne you the
option to conme back to the |egislature and extend
that date or renove it.

But if you don't start with your
recommendati on that we have a reasonably application
to do reasonably good work in three years, in two
years tell us to help you out, you' re back to just
this, it's another study Task Force on this issue.

So | think, again, there's ways of
mtigating the concern of not having enough
i nformati on without elimnating one of the few
requi renents that are recommended to deal with this
area. So | would urge consideration of retaining the
three-year obligation with a two-year report back to
all ow for reconsideration at that tine.

MR. LEE: | would take that as a
friendly anmendnent to ny | anguage on No. 1 and noted

without in ternms of the timng, we are at the one
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hour mark but we haven't tal ked about four of the
recommendati ons so | woul d encourage us to focus on
reaching closure on recommendati on one and then goi ng
specifically through each of the reconmendati ons
simlarly to see straw pol e or whatever so staff have
information to rework so when it cones back next tine
it's ready for a vote.

| understand the friendly amendment,

Cal PERS -- the legislature direct Cal PERS to, one,
issue a report on -- really the first thing is to
i npl enent risk adjustnent in three years.

However, it is also directed to in two
years issue a report that would explain status of its
efforts to do that. And in the event it thinks that
it is not feasible, why or why not so the | egislature
can consider extending the three-year mark. But the
three-year mark is a hard date. The two-year mark is
where they need to report to the | egislature on
progress and status of their efforts and the status
of the size and why they have or haven't noved
forward

M5. BOMNE: And does this relate to
Cal PERS or PBGH

MR. LEE: This relates to Cal PERS
because | think the I egislature would have good | uck
telling PBGH what to do. But | think the thing that
still stays parenthetical, | think Cal PERS in

parent heses preferably in accommpdati on with PBCGH

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900

173



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

But the |egislature should encourage Cal PERS to work
in cooperation with other |arge purchasers. So that
PBGH we' re not trying to pretend we're telling what
to do.

MR, WLLIAMS: Peter, if | may. The
one issue that hasn't been addressed is the cost
issue. | just want to say for the record that we are
not in Cal PERS. So |I'm speaking with no interest one
way or another financially in this.

That it -- we need an action forcing
event. That | agree with 100 percent. But we al so
need to do no harm \henever there's a solution |ike
this sometinmes | joke that in docunments we shoul d say
magi ¢ occurs here because we really don't know what
the nethodol ogy and process is. And yet we need to
encourage people to go figure out what it is and we
al so need to make certain that no harmis done in
this process.

And sonehow |'m struggling with the
bal ance of how do we push people in the right
direction and how do we make sure there's no harm and
somet hi ng about cost control or that basically says
figure it out and this is the threshold of the
problemif that's the threshold.

CHAI RVAN ENTHOVEN:. The two-year report
could do that. To cone back to the |egislature and
say we just discovered this will cost the state $10

billion. And then the |egislature can reconsider. |
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mean, in principle it's supposed to be cost neutral.

M5. SEVERONI: A conment and believe ne
you can shoot ne because I'm going to take us right
off the recommendations to say that if | were the
governor or the legislature, |I think I wuld feel a
| ot nmore conpelled to act aggressively, which is what
I think we want here. |If we were to start by tal king
about the problemand this paper starts by talking
about the solution, risk adjustnent, it doesn't start
by tal ki ng about what the problemis adverse
sel ection and avoi dance and why those things are
really hurting everyone.

Sol'd like to see us sort of turn this
up on its head a little bit and start with that
problem | know you'd get on a little bit.

CHAl RVAN ENTHOVEN: The text starts on
page 2, the text with: "Today, payers, enployers
al nost universally pay health plans the sanme prem um
for caring for a healthy young adult and for a
patient with serious, costly chronic conditions."

MS. SEVERONI: But we're |ooking at the
executive sumary. So that | think it's got to start
there and also | think that we need get to sort of
cardi nal burning ends again when we conme to the noral
hi gh grounds which | think is one of the conpelling
reasons we're all com ng together around this is sone
of the norale statenents that he's naki ng about

what's wong with the systemas it's set up today.
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And | think we can find that people
m ght be able to get to recommendati ons nore directly
if we could adopt a few principles around which we
all agree and then reconmendati on structures
mechani snms foll owing fromthat.

So as we go back to reworking this
paper | think we have a better discussions and it
woul d be easier to nmake reconmendations if we were
all sure of the principles we agreed upon.

MS. BOWNE: But you know in the
recommendation, and | agree with your concepts,
Ellen, I think we also need to recogni ze be carefu
when we tal k about past, present and future.

We've just had federal |aws passed that
said small group carriers nmust guarantee issue to all

small groups within rates that are determni ned by each

state.

And in | arge groups you nmust guarantee
issue to all individuals and their dependents wthin
the group. Now hopefully that should mtigate. 1'm
not saying that's all, we need to push ahead on risk

adjustnent, but | think it would be appropriate to
recogni ze that that action has taken place and
perhaps needs to be nmonitored for its inplications.
MR. LEE: To nove us -- | mean, | think
Ellen's conments are well taken and encourage
everyone to wite other suggestions back in the draft

after they get back to staff.
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One that | really like is your
bi I | board anal ogy whi ch was brought up, that's a
great introduction because we like to see billboards
with people in wheelchairs and that's what this is
about .

Is there some way we can call the
question on recomendati on as suggested to see -- to
not hear an objection but then nove on No. 2. W
tal ked about a straw vote so we don't want people to
be surprised next time. So this is what's going to
com ng back. | didn't try to wordsmth it as | --

CHAl RVAN ENTHOVEN: | 've taken notes on
the wordsmithing but the I egislature calling Cal PERS
to inplenment within three and report within two.

MR, LEE: And | think adding sonme of
Ron's notes about that report should include, you
know, why, why not, cost inplication and others
certainly would be friendly, additional wording.

MR, WLLIAMS: | guess the question
was asking is whether or not it's appropriate for

cost neutral to be one critical criteria.

MR, LEE: | would suggest not. It says
"cost be a critical factor."” But not necessarily
cost neutral, there's a benefit of doing it -- if

it's a point "X' percent increase night outweigh. So
personally | would have trouble saying it would have
to be cost neutral, but considering cost absolutely.

CHAI RVAN ENTHOVEN. Okay. Any ot her
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comments on reconmmendati on one? G eat.

Ontwo | think | want to offer a
friendly amendment on No. 2 and that is we want to
bring in the idea that we don't want to ask or press
the other purchasing groups to do this until the big
ones have done this because they have the resources
to, in effect, require, conpel the data system shoul d
be in place.

So it's like PERS, preferably with
ot her maj or purchasers, would get all the health
plans to get all the data that would be needed and
woul d be running the system Then it would be nuch
easier for others. So I think we ought to word it to
reflect that.

MR, LEE: Suggestive wording. If we
have a two-year calendar mark is to have the
| egi sl ature appropriating conmmttees consider in two
years mandating for hel p new purchasing groups risk
adj ust ment or carve out or other nechanisns for this.

But to request they calendar it as
opposed to saying they do it today.

MS. BOANE: Are we speaking about the
second bullet point here about greater spread of poo
pur chasi ng agreements?

MR. LEE: The next sentence where it
says there's a requirenment elenment: "Any new
pur chasing group shall be required to risk adjust."

MS. BOMNE: | would take objection
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to -- and | know, Alain, this is near and dear to
your heart, but | think there are other ways of
getting insurance other than through | arge purchasing
pools and this seens to inply that that's the only
and best way.

CHAI RVAN ENTHOVEN: It's the only way
of getting conpetition anong nanaged-care plans in
the small group market. But 1've had long talks with
Ron Wllianms and with his boss who feel that Bl ue
Cross woul d be delighted to do the whole job
t hensel ves.

| think that's wonderful except that
there's a little problemand that is we want
conpetition on a level playing field and with --
anot her paper we're going to be bringing along after
a while is to do with consuner choice of health plan

MR. LEE: \What additiona
recommendati on woul d you make to show -- are you
sayi ng that you want to see risk adjustnent
encour aged anong ot her arrangenments as well, or you
don't want the Task Force to encourage the spread of
purchasi ng pools. He's not sure.

M5. BOMNE: | don't want the Task Force
to encourage the spread of pools as a sole nechani sm
which this inplies.

CHAl RVAN ENTHOVEN: W' || have to take
that. We're going to have a paper with our expert

resource group on expandi ng the real mof consuner

179
BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

choi ce.

MS. O SULLIVAN: The coment that any
new pur chasing group should be required to risk
adjustnent, |I'mback to the concern | raised earlier
that some small purchasing group night be from an
i ndustry where there's, you know, a |ot of people
with AIDS and we don't want to, you know, drive their
rates through the roof.

So | think there's got to be sonething
about that. Any nmmjor purchasing groups. | don't

know what the right thing is to say, but I'mworried

about that.

CHAI RVAN ENTHOVEN: | get the sense of
what you're trying to say. | agree with the sense of
it. W don't want to burden them so |I'll work on
wor ds.

MR, LEE: Suggestion to address
Rebecca' s concern, there nmay be a nore appropriate
nmor e extensi ve di scussion about the role of poo
purchasing arrangenment. It probably is not in the
di scussion of risk arrangenent.

MS. BOMNE: It doesn't belong in this
paper.

MR. LEE: So | think this
recommendati on can just be shifted to action taken by
the State of California to encourage appropriate risk
adj ust ment anongst everyone, but including ful

pur chasi ng arrangenents.
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The requirenent el enent here is what |
was suggesting the legislature in two years review
potentially mandati ng such arraignnents. It's a
cal endar issue rather than say the |egislature should
do it today. That's what | would suggest. But if
everyone take that working adjustnent on the
begi nni ng, that case is done.

DR. ROVERO. The chronol ogi cal
rel ati onship woul d be that that cal endar should cone
one, two, three years after the Cal PERS deadli ne.

MS. O SULLIVAN. Right or after the
report.

DR. ROVERO. W obviously don't want to
require for the private market before we want to
require if for Cal PERS

CHAI RMVAN ENTHOVEN:. The Cal PERS pr oj ect
is pretty much conpleted. That is the data systens
are working and they can keep up with the system
kay.

Any ot her conmments on the fourth one?

MR. LEE: The fourth one?

CHAI RVAN ENTHOVEN: DHS participate in
the HI CFA sponsor --

M5. BOANNE: That's the third one.

MR, ROVERO. W just finished the
second. The third is the expanded risk adjustnent.
The one thing |I think we absolutely need to add in

there risk adjustnments carve outs or other nechanisns
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just to reinforce that this is not a human
di mensi onal vehicle.

CHAI RVAN ENTHOVEN: Ri ght .

MR. HARTSHORN: And we should -- it
says for Medi-Cal beneficiaries and Medicare
beneficiari es.

MR, LEE: Absolutely.

CHAI RVAN ENTHOVEN:  Any ot her conments
on reconmendati on 3?

Then we nove onto No. 4. Wirk with

Medi car e

MR. LEE: Seens that this is
either -- you're breaking No. 3 apart or its's
redundant. So whenever -- it nay be appropriate to

break this to actually have a Medi care and Medi - Cal
recommendati on so | suggest we pull it out of three
and nove it down to four and have them separate.

MS. O SULLIVAN: How conme DHS is doing
Medi car e?

MR, LEE: There's nmany Medi's that's
doing -- | think | suggested as part of the No. 3
asking for a report to the legislature and I would

suggest it be in two years on the status of those

efforts.

And now that Kims coming back in the
roomshe'll be thrilled to be asked to do a new
report.

MS. BELSHE: What have | been assigned
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to do?

MR, LEE: Mandating reporting, but I
woul d suggest that this is such and inportant issue
where we aren't mandating it happen, we do need to
keep it in front of the legislature and doing it to
move the process along and one way of doing it is by
reporting. Okay.

CHAI RVAN ENTHOVEN: All right.

MS. O SULLI VAN: \Were was that, Peter,
the reporting?

MR LEE: | add it -- | suggest it
comes at the end of No. 3.

M5. O SULLIVAN: Earlier there was a
suggestion that there be a nandate.

Can | say when we di scussed that we
said -- first | said the |legislator and sonebody said
the governor and | said either way. | want to say
that | recommend that where we can that we enphasi ze
moving it through the | egislature because then you
have a process that can be accountable, you got
hearings, you can followit. If you say to the
governor we recommend you do this, the governor gets
to just say no and then it's over.

DR. ROVERO. Then you can take up. |If
you're not satisfied with his inaction, they you can
al ways take it up to legislation

M5. O SULLIVAN: That's true. But I

woul d encourage that we at | east always have both and
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I would be in favor of the |egislative process.
HONORABLE GALLEGOS: That's true, Phil,
that you certainly can go that route. However, if
you know of fhand that the governor doesn't want to
act on that, then there may not be the desire on the
part of the legislature to pick up the ball and carry

it if there's a hostile feeling fromthe

adm nistration and the bill can becone veto bait and
then it's -- well, yeah, | mean, if the governor
says, well, that's not an area that | really want to

act on and you said then the |egislature can pick up
the ball and carry it, well, yeah, but they knowit's
dead on arrival even if the bill got through both
houses and the | egislature because the governor would
have al ready tel egraphed his intent on those.

689: | think this is a good exanpl e.
There's intention here and | don't think | have a
good solution to this. On the one hand, | agree with
Peter's suggestion a minute ago, we want to be as
specific as we can about who ought to do what because
that's what health policy makers | ove.

On the other hand, few of us, certainly
not me, are political experts and |I'm just saying al
the dynam cs just illustrated by your exanple.

The -- therefore | would like to be -- ny
recommendati on woul d be that where there -- where we
have alternatives we would love to list them both.

You know, right nowthat's a little |less clear than
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Peter's, but it also nmeans that we're not taking
si des.

MR. SHAPIRO. | don't think it's
i nportant whether you tell the governor to do
sonmething or tell the legislature. | think what's
i nportant for the Task Force to make clear what you
think should be required versus what you're
encouragi ng because if the executive branch has the
discretion to do it and we can see if they do it.

VWil e we might not agree with them
let's put it inlaw If there is no discretion, then
you're going to need the legislation. But | think
what' s dangerous i s when you encourage sonething and
then either we introduce a bill and the governor says
do it, and you say it wasn't a nandate that | had in
m nd.

So I think you need to be very clear
this needs to be done now or in three years. This is
not great, let's encourage it which neans you're just
going to let the market and hopefully the evol ution
process do it. | think Iet the governor decide how
to deal with mandates that you're requesting in terns
of whether new | aws and regul ati ons or order of
executive branch.

I don't think you need to resolve that,
but I think you need to be very clear and
encour agenent versus sonething you really want done

as an legal matter.

185
BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

DR. ROVERG Can we sunmari ze that as

clarity is critical on the what.

MR. SHAPIRO. | think shall versus
shoul d.

MR, LEE: Beyond particular govern's
terms, | think there's real value with having

| egi sl atures specifically charged with having to
spell it out. |I'mhappy with just sticking with
shal | s.

MS. BERTE: Legi sl atures change too.

MR, LEE: They do, they do. W want
our recommendation. |I'd like to wap this up,
think the last one is --

DR. SPURLOCK: | had some conments.

CHAl RVAN ENTHOVEN: On the last one?

DR, SPURLOCK: Yes. |It's the biggy
frommy perspective

I wanted to just make a coupl e of
comments on the | ast recommendati on and add sone
words and then throw sonething out on the table as
far as the worKking.

I think we should take out the word
"maj or" and | eave the word "purchasers” in there and
then include after risk adjustnment tools, carve-outs,
et cetera, so that if we have a whol e spectrum of
things so that people either by mandate or
voluntarily or whatever, we don't categorize them as

maej or purchasers, that they're just purchasers. And
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then we want this to pass through to the fol ks who
are actually providing the care so that risk
adj ust ment process conti nues.

| also want to say that it's really
required, really so broadly, and we should tal k about
one or two options.

One option that conmes to mnd is that
we could say that these purchasers should require in
their contractual relationships. Another option, and
not necessarily a preferable option, we could say
that the EOC or what ever oversight body should do
this and report back in a year or two on the success
or lack of success so that soneone's actually
wat ching this and forcing either the purchaser or the
gover nment oversi ght body because we need to nake
sure that this is happening and not just have the,
you know, the negotiating process stop this because
ot herwi se how are you going to pass on to -- how are
you going to be sure that you're passing it on to the
appropriate |level of providers.

CHAI RVAN ENTHOVEN: | think that's
reasonabl e, Bruce. |'mjust having trouble figuring
out in what year are we going to ask ECC to do it
because it could be in year four or five.

DR SPURLOCK: | guess |I'mnot as
concerned because the Federal Bal anced Budget Act had
this suggested out in five years. So | think that we

could do a five-year tine frane, four- or five-year
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time frame if we really wanted to.

But | think we do have to have sone
ki nd of nmechanismto cone back and revisit this issue
at a tine appropriate so that we know that it's
happeni ng.

CHAI RVAN ENTHOVEN. Well, five years,
that ought to be confortable.

MR, SHAPI RO  Just a quick comment,

| egal question. |Is there an ERI SA problem here? Are
we telling purchasers -- first of all, is this a
"shoul d" or a "shall" and are you telling purchasers

to do sonething? They don't have a contractua
relationship with providers. It seens what we
normally do is we have jurisdiction over plans, the
pl ans are receiving risk-adjusted rates, it seens to
direct the plans to in turn deal with their providers
in a fair manner.

So how this reconmendation is couched,
who you direct to do what may be significant froma
| egal point of few as well as a regulatory point of
view. It's not clear to nme. |Is this sonmething the
| egi slature were to propose | egislation requiring
health plans to pass down these risk-adjusted rates?
Is that consistent or inconsistent with this
recommendation? 1Is this a "should" or a "shall"?

MR, LEE: M coment on that also. As
| read this one, | was unclear as | read it. And as

| read at first is this is advisory to purchasers?
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So as | read this, then I got another reconmendation
I would like to consider. All major purchasers are
encouraged to require, as a matter of contract -- we
can encourage folks to put whatever they want in
their contracts, but that doesn't get, as Bruce has
noted, where do you want this to fall. And if that's
what this nmeans, the question | want us to consider
as an initial reconmendation is to what extent should
those health plans that get risk-adjusted paynents be
required to pass those along to nmedi cal groups or
providers. And that's the required question that we
coul d mandate whether it's through the EOCC or

whi chever .

But | read this to be an encouragenent,
a matter of contract. Another recommendation |I'd be
interested in hearing people around the tables
response to is to what extent the state mandate that
where there are risk adjustnments they don't just hit
the plan level, they trickle down, and that's
sonmething | amvery concerned about and maybe that's
addressed in a report or nandate issue. But that's
-- that's it.

MR. RODCERS: There's a technica
question. If a plan is doing stop |loss as a way of
controlling risk, would you count that as neeting the
requi renent that they are protecting the provider in
that regard or are we just talking about passing

dol l ars? Because you could ask the plan to require
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that they denonstrate how they do this and that opens
it up for the plan then to go back to the regul atory
agency and say, "This is howwe do it and this is an
i nprovenent” versus saying, "You are required to
pass dollars.” Just a thought.

CHAl RVAN ENTHOVEN:  Ron W I Ii ams.

MR. WLLIAMS: A few comments. The
first one is it would be helpful, I think, if the
sentence starts with once risk adjustnent is proven
to be technically feasible. Let's first start with
the fact that it's been denponstrated to work.

| think the other words that would be
hel pful woul d be consi der adjusted paynent increases
and decreases because that's what we are tal king
about. And | think, again, | can't stress enough
that my fear is the inflationary nature of this which
is everyone wants the increases and no one wants the
decrease, and what we end up with is substanti al
changes.

| think the other thing that | don't
know the answer to is that there are contractua
arrangenents between the health plans and the nedica
groups. And we are basically mandating in sone way
that the provider organization agree to contract
terms that would come out of his profit.

So | don't understand all the issues
i nvol ved, but it seens like there are sone

contractual inplications to this.
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CHAI RMAN ENTHOVEN: | don't think this
Task Force is going to be able to work out all these
details. But at sone point | think we have to set a

policy as some inportant first steps. The details |

think are going to have -- we can't masterm nd that
from here

Al pert.

DR. ALPERT: | just want to respond to
Peter's question. |If you don't pass it all the way
through, then a paradox still exists. To ne if you
don't take step 1 at all, but step 2 is intrinsically
linked to step 1 otherwise there will be a lot of
nmoney in the mddle and everybody will be getting a
billion dollars and you'll still have people not

getting rewarded for care. So you either do both or
don't do either, as far as |' m concer ned.

CHAI RVAN ENTHOVEN:  Bar bar a Decker

MS. DECKER: | do agree with the
comment about requiring and what the obligation is
and | think the nost likely entities other than
Cal PERS to do this probably will be organi zations
that can't be governed by state |l aw and the
ERI SA-type plans. And so | would reconmend that we
meke this an advisory "should,” include it in their
contracts. | think that's great.

And | also like the idea that we not
restrict it. | second Tony's comment that this is a

good thing of saying let's encourage each plan to
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find ways to no longer shift the risk but to
appropriately find ways to acconmodate and nake sure
provi ders are receiving appropriate economic
conpensation for the risks they are assuming. And so
having here in the state the plans that are regul ated
by state agencies have to report how they are
addressing this issue, | think is a reasonable
request on our part and a suggestion -- let's see,
I'd say we should reconmend that the regul atory
agencies require that the plans as part of that are
reporting to indicate how they're addressing this,

not prescribing that they nmust do it one way or

anot her, but denonstrate what they're doing to
address the issue.

CHAl RMAN ENTHOVEN: Mark, and then |
think I"d like us to wap this up, it's been a great
di scussi on.

MR, HIEPLER It's right on as far as
the difference between | PA nodels and a group nodel .
And the goal is to get that to the actual physician
who is having to see the patient over and over again.
And whet her you allow, as Tony's variety suggests,
sonme greater formway to do it or actually require a
raise to every primary care physician, | think that
shoul d be denonstrated that it's actually hel ping the
doctor in the trenches who is seeing the sick patient
as opposed to staying at the I PA | evel and never

getting down in the $4 cap paynment. And that's a
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real inmportant issue. You see it all the tinme in the
di fference between those contracts.

CHAI RVAN ENTHOVEN: Right. Okay.

Thank you very much. | think that this has been a
great discussion.

We' || take about a five-minute break
for the court reporter.

(Recess.)

CHAI RVAN ENTHOVEN: W11 the Task Force
menbers please -- will the neeting please conme back
to order. Let's see, a couple of announcenents
first. The witten comments and the
prom sed docunmentary material such as the data on the
evol ution of nedical groups, on IPAs and so forth, we
really need that real quickly, |ike Monday. WwW'd
appreciate it if you would fax it to us on Mnday or
else get it in the mail on Monday or you can give
themto ne today. Put your nane on it because our
crew is going to be working through the weekend and
on to be turning these things around, so we really
need fast turnaround from everybody.

It turns out the state does not have
the authority to buy us lunch and so we set up this
process. But in order for us to be able to do this
and order the neals, | had to either -- Phil or | had
to, and | said, well, it's probably ny prerogative to
do this, is personally had to underwite any

financial |oss except that we have your nanmes. So we
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do have nanmes and whether I'mwlling to do this
again is going to depend on the size of ny loss. But
if we do it again, we're only going to include the
peopl e who paid this time. We'IlIl publish a list of
peopl e who haven't paid.

MS. BOMNE: See, Alain, for risk
adj ust ment you have to increase the price so that you
have the noney to put back

CHAI RMAN ENTHOVEN:  You' re suggesti ng
that | should consider this group as adverse
sel ection?

Yes. Alice has a quick statenent to
make and then Phil.

MS. SINGH  Just FYl, you night want to
know that the Yellow Cab Conpany only accepts tine
specific pickups and you need to give them one hour
advanced notice. So I'msorry, but that's what we've
been tol d.

CHAI RVAN ENTHOVEN:  Thank you

Phi | .

DR. ROVMERO This is addressed to al
of you if you're paying custoners or free riders.

Al I want to do is take a nonent and encourage the
Task Force, all of you to give yourself a round of
appl ause for getting through a very inportant
substantive recommendati on

(Appl ause.)

CHAI RVAN ENTHOVEN: We're still --
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message to the free riders, we're still about $75
short. As | say, we have the nanmes if you want to be
recogni zed at the next neeting.

W have a problemin which order to do
t hi ngs.

DR. NORTHWAY: Cet the noney first.

CHAI RVAN ENTHOVEN: | think that we
need now to nove to the expert resource group reports
and di scussi ons because these good people had to cone
prepared to present and so | propose that we do --
unl ess this causes sonme big problem you know,
sonebody has to | eave or sonething, | suggest we do
it in the order we've got them here sinply because
that's where we are.

And so we go to the doctor-patient
relationship and after that -- spend an hour on that
and then an hour on academnic nedical centers and
health care work force. That should bring us to
4:15. Then we could do one of the other papers. |I'm
inclined to think we would do the standardization
benefits paper.

I mght -- if we have a few mnutes
left over, I mght just cooment a little on bal anci ng
private and public sector roles.

So, Brad, Mark.

MR. G LBERT: What we'd like to do is
do a fairly quick presentation to allow tinme for

di scussion. What I'mgoing to go through briefly is
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what we did in terms of some of our work to prepare
this paper. First I want to --

MR, LEE: Do you have a paper in front
of us?

MR. G LBERT: Yes. You have an outline
that was in your pile to the left. It says,
"Physi ci an- Pati ent Rel ationship."

MR, LEE: Do we have extra copies
somewher e because | don't --

MR. G LBERT: It's in the folder. Does
everybody got thenf?

CHAI RVAN ENTHOVEN: | don't.

MR, G LBERT: First, in keeping with
ot her groups | want to thank Sara and Vi cky for
managi ng a | awer who works col |l aboratively with
HMOs, and HMO nedical director, a person who
represents the unions and the consuner and managi ng
to get us to conme to sone |level of consensus in our
recommendat i ons.

VWhat we' ve done is really four
different things. Nunber one is there were sone
coments that we had put in a letter from Bruce
Li vingston today about the whol e i ssue of
i ncorporating public hearing information into our
process. And | took very detailed notes at every
heari ng and specifically called out when individuals
spoke about physician-patient relationship. And so

I'"ve tried to do ny best to incorporate that.
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Two, there was a sem -extensive revi ew
of the literature which included an article and many
other articles, some of which the Task Force has
seen.

Three, we did sonmething a little bit
different. W had our own hearing because of this
i ssue. We net actually because of the Brown Act
Rul e, and there were three of us rather than two. W
were forced to -- we were told we had to notify about
a neeting of the three of us. What that actually
resulted in was a nmni public hearing, and there were
a nunber of individuals who canme to the hearing and
presented to us about the physician-patient
rel ati onshi ps and actually gave us our own bit of
public input, distinct and specific to our ERG which
I thought was hel pful

Finally, | think just in terns of
myself, | have a lot of contact with our primary care
physician, and so | spent quite a lot of time talking
with themover this tine period.

VWhat we try to do inthisis -- in this
outline in front of you was to identify the potenti al
areas of concern or the areas of inpact on the
physi ci an-patient relationship related to managed
care.

And so we then, within those big areas
which the bold titles after the heads of the

different sections, we tried to come up with sub
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areas within those that we felt nore further
delineated details in those broad areas.

W then -- what we're presenting to you
today are initial priority recommendati ons. W had a
whol e series of reconmendations under each one of
these areas, some of which go quite closely with
ot her groups, sone of which are, | think, unique to
us. And the ones that you're seeing today are
priority recomrendati ons, kind of along the Iines
that Peter is tal king about, focusing on naybe the
ones that potentially are nore controversial or
potentially difficult.

VWhat we're particularly interested in
t oday, besides general discussion, is have we m ssed
an area of concern, have we m ssed an area about the
physi ci an-patient relationship totally, have we
m ssed a sub-area anong the larger areas. So we
woul d ask the group to focus on that.

We're going to quickly present a little
bit around each of the areas, give a few editoria
comments on the recommendations. Mark and | have
split themup, and then we'll open it up for
di scussi on.

So I"'mgoing to start with continuity
with a physician. Now, | think we have had quite a
| ot of discussion on this point, so | think I can
shorten this even nore than | would have done. But

basically | think people know the issues in terns of
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cl osed HMO panel s, nedical groups and specific sets
of physicians that they contract with, and of course,
HMOs of specific | PAs or medical groups or that kind
of nodel that they contract with.

So the issue under this first one is
just that when any individual signs up for an HMO
they're de facto to sone extent limted to a
particular PCP or/and specialist that they can see.

The second bull et under there is
sonmet hing that has cone up before which is the whole
i ssue about term nation of a physician or an | PA' s
contract and how that termination of either an
i ndi vi dual physician by an PA or HMO, if there's
direct contracting, or the termnation of an |IPA can
result in disruption of the continuity of a
physi ci an- pati ent rel ationship.

A physician is term nated, they're your
physi ci an, you can't change your health plan because
you're | ocked in for some period of tinme, you would
have to pick a different physician if that one's no
| onger avail abl e.

Change in coverage by an enpl oyer
obviously follows that. |If your enployer changes
coverage you night have a whole different 1PAs with
whol e different lists of physicians that you woul d be
able to contract with

Lack of choice and information under

this bullet, what we were focusing on was the issue

199
BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

that although potentially the information may be in
the EOC that, Alain has correctly pointed out, |
recently got mne at that EOC and never got through
it, never even got close to getting through it, are

i ndi vidual s clearly aware of the specialty-care
arrangenents, is it a closed panel, is it a nmedica
group where it's a totally closed panel, is it an |IPA
with a broad range of community specialists but stil
usually a specific set of specialists?

So are consuners truly aware that even
when they pick a nmedical group or particularly if
they directly pick a PCP of what the arrangenents are
for specialty care? And that arrangenent can be very
limted or very broad and it can depend on whet her
it's an I PA, a group nodel, et cetera.

So we were concerned that that |ack of
choice results in a situation where sonmeone goes,
"Wait a minute, | was followed by this specialist and
now I no |l onger can have that relationship because it
doesn't work within the group.”

From our perspective in Medi-Cal this
happens all the of the tine. Menbers who have been
foll owed by specialists suddenly get into an
arrangenent where that becones nore difficult.

So to look at the priority
recommendati ons under this area, the two -- | want to
start with the first two, and then actually |I'm going

totalk alittle bit about one that's not on the
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list.

The first one is we used to require a
lot. | think that there will probably be a | ot of
debate about this, and this is about four to six
weeks old. So given a lot of our discussion this
nmor ni ng, that may bring up sonme issues. But first is
to require health plans and nedical group IPAs to
wite contractual arrangenents that enable patients
or potentially a subset of patients to continue
seeing their doctors until the end of a contract
year.

Now, there are clearly sonme very
difficult logistics to this, and |I think the group
has tal ked about the fact that the time franes
between the reenroll ment of an I PA the recontracting
of an IPAwith an HMO that is severed and the open
enrol l ment period that those can be discontinuous
resulting in the individuals losing their
physi ci an-patient relationship without being able to
do anything about it in terns of open enroll ment
through their enmployer. So the logistics are quite
difficult. Many plans, and our plan has a policy
where patients who roll into us fromthe Mdi- Cal
process, if they're in an episode of care, are
allowed to continue with that specialist regardl ess
of the affiliation. And we sinply nake the --
sinmply, we nake the | PA or hospital responsible pay

that specialist on a fee-for-service basis for those
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servi ces.

But that is only in the circunstance
where soneone is rolling into the plan. It would not
take care of an enpl oyer situati on where the coverage
or PCP, IPA, was |ost mdstream

So there was a |l ot of discussion about
this in the group. M feeling was that | was a
little bit biased towards nmore of a subset of nenbers
that are clearly in episodes of care in care plans
versus everybody because you might be trying to
create continuity with a patient that's never seen
that doctor in a year or two, which is true for many
peopl e that are healthy that don't go in, you know,
nmore frequently than once a year.

So | think there would need to be sone
di scussi on about certainly the logistics, the
mechani cs, and who we would tal k about.

The second reconmendation in this area
is to require disclosure of PCPs, medical groups or
| PAs during enrollnent as well as specialists
affiliated with the group and expl ain the access
limtation.

We had a di scussion about a super
directory. Mark and |I have had further discussion
about that and are concerned about the ability to
really do that. |It's doable, of course, | nean our
heal th pl anni ng can produce it, but sone of the

bi gger health plans you woul d be tal king about a very
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| arge book, and I'm not sure always how useful that
woul d be.

Two is the issue of trying to have
peopl e understand when they pick -- when they pick a
particular group or they pick a PCP, what are the
inplications of that in terms of their ability to
access the specialists. | have a specialist they
have previously seen or in general the whole
i n-network or out-of-network providers. So sonehow
having a disclosure to individuals either through the
ECC or ot her mechani sm where they understand exactly
what -- well, not exactly, but what the access
limtations potentially could be when they make that
choi ce.

The third one that's not on your page
was on our original set of recommendations and is a

bit of a controversial one, even within the group,

and | think certainly will be subject for discussion
here. But we -- and so this one's not on the paper
in front of you -- was to require explanations -- the

way we wote it was require explanations or reasons
when physicians are ternminated or other providers are
term nat ed

And we -- the point here that we're
trying to figure out howto deal with the no-cause
term nation i ssue and speaking for nmyself, the -- ny
personal contracts with nmy health plan has a no-cause

clause and they can fire ne for any reason. But |
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don't directly care for individuals. | nean, |
bel i eve, you know, hopefully that ny role is
inportant, but | don't care for patients directly.

So | think this issue we've got to
grapple with that problem between the need for
contractual relationship and flexibility in those
contractual relationships versus the fact that there
are physician-patient relationships that could be
negatively inpacted if a physician is terninated for
no specific reason

Now, we would -- we as part of that
expressly said that business reasons or network
reasons could be a reason that doesn't necessarily
have to be quality or other -- other indicators that
could exist, that it could just be business or
network but that there had to be sonething beyond
sinply no longer having that physician. W certainly
heard testinony from one physician that's been -- |
think it was Ventura County who -- a pediatrician
who, you know, certainly the timng was interesting
in that regard

So those are the initial -- the third
bull et on your priority reconmendations | see is
really identical to the second bullet, so you' ve now
got three bullets under that, the first two and then
the one | just raised.

VWhat we would like to do is we're going

to be inparting a fair amount of information, we
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woul d like to just keep going and then have a
di scussion on all areas at the end.

Second one, quality inprovenent
pr ogr ans.

Two issues here we felt were a problem
I ncreased paperwork and soneone said it very nicely
early in one of our neetings about promnise of |ess
paperwor k under managed care and you don't have to do
billing, you don't have to do certain things
theoretically under capitation nodel

The fact is that nobst of ny physicians
believe that the paperwork has substantially
i ncreased under managed care because of required
forms and assessnents and quality indicator things
and so on. And so we saw that as a potential issue
because that takes time away fromthe patient for the
physi ci an.

Two, and | think Jeanne really
addressed this in her group regardi ng consuner
information so | won't spend too nuch time on it, is
the whol e i ssue of the patient having know edge of
quality indicators or information that allows themto
make neani ngful choi ces about their choice of
physi ci an or nedical group. And | think we've kind
of beat that one into the ground, so | won't talk
about that one too nuch.

The recomendati ons of streamnlining

physi ci an audits was sonmething that was specifically
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addressed in | egislation, although the |egislation
saw didn't tal k about the methodol ogy. Qur
physi ci ans are driven crazy by the nmultiple physician
of fice audits.

The argunment | use which is kind of
pathetic and doesn't work very well is | say if you
can pass ours -- because we have a DHS nandat ed audit
that is, in fact, | believe the nost rigorous
conpared to all the other office audits that |'ve
seen, and |'ve |ooked at quite a fewfroma | ot of
HMOs. So | use this sad argunent that if you pass
m ne, you can pass anybody's. And so that doesn't
fly very well with our PCP

So I amin support of, and our group is
in very support of, trying to come up with a standard
office audit that can be agreed to as a standard for
the industry and when a doctor passes that audit and
you have the standard for the audit, you have the
standard for how the audit is scored, so that | can
believe and trust in soneone else's audit in ternms of
the quality of it, then I think we can probably get
to a point where HMOs woul d generally accept that.
There's been a little bit of work in that in sone
areas, but the audits |I've seen that are standardized
haven't really been to nme rigorous or of high enough
quality. But | think that's doable.

And then the second recomendati on

under this area is what we tal ked about and | think
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that that really probably will be handled quite a bit

in the consumer information

Next, Mark, 3 and 4.

MR. H EPLER: | think that if we |ook
at why we were caused to exist here and you | ook at
the focal point of the whole nmedical system it
begins with the doctor and the patient. And so |
think that -- just a general conment -- we have to
| ook at all decisions that we nake even on the
techni cal areas of risk assessnment and areas that

seem whol |y unrel ated al nost to the doctor-patient

relationship. W need to | ook at those deci sions and

recommendati ons and have the threshold question of

how does this affect the doctor-patient rel ationship.

Because kind of |ike the agrarian nyth, do we stil
believe in the doctor-patient relationship or is it
sinply beconming a nyth with the coporatization and

the controls that are placed on that relationship?

And the CMA gave us a wonderful docunent that kind of

sumarizes the doctor-patient relationship, it's on
page 3 of the Septenber 22nd docunent. It
says:
"The foundation of the

physi ci an-patient relationship is

a trust that physicians are

dedi cated first and forenost to

serving the needs of the

patients. It is this trust that
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enabl es patients to comuni cate
private information and to place
their health in the hands of
physi ci ans. Wthout trust the
success of the healing process is
seriously dim nished.
Unfortunately, this trust is
bei ng threatened by increasing
fears anong patients that health
pl ans rather than health care
professionals control critica
deci si ons about their medica
care."

And agai n, whether that is perception,
reality or a mx of both, it is a concern. And so
part of the what we bring is fromthe hearing that we
had and al so |'ve been involved in probably about 140
i ssues where people have been denied care and there's
a question as to whether it was legitimte or not.

Al so, | happened to have represented a whol e stream
of doctors who because of advocacy, they believe,
wer e suddenly given a term nation, and we've seen
where doctors based on calls fromdifferent people
have conpl etely changed their patient reconmendati on,
and in nany cases where patients weren't even told of
different options because of the payment nechani sm
And agai n, some of those are isolated and sone of

those are ranpant.
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And so what we've | ooked at in the
gat ekeeper role of the primary-care physician
utilization review were four big points. And our
of fice alone gets 150 calls a nonth from peopl e al
over California who are just lost in the HMO service.
We give about 50 hours of free coaching on the phone
how to get a referral

And if you remenber Dr. Spurlock and
Dr. Alpert's big issue and Dr. Al pert's continuing
question of why is there so much concern, why do we
have an HMO Task Force? One conponent area as | go
t hrough now several thousand have just requests for
hel p that our office has given, it does focus a | ot
at the nedical group and it focuses a | ot about
trying to get what the patient believes they need to
what they at | east believe their primry-care
physi ci an bel i eves they need.

And so in |ooking at these based on our
heari ng and some of these things will not have peer
review journal articles on. | know there is sone,
but not everything in the patient-physician
relationship is quantifiable, partly because how do
you quantify trust.

But four categories that were
identified and then there was full agreenent on, and
Brad has been very cooperative in this as well as
John who is not here, is controlling access to

specialists, specialist to specialist referrals to
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the people who are in greatest need, and whether it's
really cost effective to force themto go back to the
pri mary-care physician, denying unnecessary
procedures and tests and then in network versus out
of network providers, whether there are suitable
peopl e and you heard Harry Christie's testinony about
his situation with Carly, whether there are adequate
people within the network and if it's a closed
network, do they have people who can really give
medi cal | y necessary care

Priority recomendations are -- we have
a couple of them and if |I can start first. One of
the things that | would like to continue to encourage
everybody to do -- and our group has naybe done a
little of this -- is totry to be bold in our
initiatives, don't be afraid that, man, sonmeone may
not like them and we're going to fight over the rea
things. But at the end of this if we've given no
real concern or if we haven't been bold in anything,
people will think that this was a whol e waste of
time. So one of the nmpst bold initiatives, and we've
got Brad's agreenent on it, and Brad was right with
it, was the fact that that first point was that
physi ci ans who are term nated, they should be given
sonme reason besides just the tines up, because nost
of the clauses have a 45-day cl ause saying we don't
have to give you any reason, within 45 days you're

gone, and especially to the physicians who have a
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very | arge percentage of one HMO t hat domi nates a
geographical area, there's a real concern if they
buck the system if they advocate for a patient, if
they do sonething that fosters the trust of the
doctor-patient relationship, if that's why they're
bei ng tossed out or if there's other reasons.

And as Brad indicated, if |I can quote
you, you know, they should stand up, the health plan,
the nmedi cal group should stand up and expl ain sonme of
that. Wiy not? |If there's a real legitinmte reason
ot her than an advocacy, explain it to them Let the
doctor know. Physicians cone in all the tinme who
say, you know, we just |ost 50 percent of our
practice, I'mmnoving to Louisiana, we don't know why
we were term nated, and then they find out Louisiana
is not as good as they thought and they go to Texas.
So you're never sure what's happening there.

Brad and | have a di sagreenent on this,
it didn't make it into your sheet under priority
recommendations, is to basically side with Dr. Al pert
and Dr. Spurlock and, nunber one, do away with prior
aut horization requirenents for specialty visits.
Several HM3s in response to the market system have
already started to do that one way or another. But
what happens when you do that is, first of all, you
force the HMO or the IPAto do a better job in
selecting their primary care physicians, physicians

that they have to trust a little bit so that the
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patient isn't kept fromthat referral, isn't kept
fromgiven an unnecessary waiting period, and that's
one of the places where you get the nost conplaints,
it forces themto sign up people that they can trust
their decisions about whether they indoctrinate them
to begin with or not, that may be a probl em down the
line, but that is one area where we just see
continued frustration and conti nued negative results,
whether it's just an asthma treatnent that doesn't
happen or a dermatol ogical treatnment or if it is, in
fact, sonething where cancer goes undi agnosed, and we
represent many people in those areas. So it forces
themto just be nore accountable, to hire the proper
peopl e.

Secondly, it would reduce the
frustration that patients and doctors have and that
hassl e factor, especially in that capitated
environnent. They do not get paid to be on the
phone. And the office staff, they have to hire extra
office staff just to try to get referrals. And the
worse thing that often happens is there isn't an
advocacy and they're not going to pay for it and the
patient is left and then they end up calling | awers.

Three, reduce mal practice clainms and
claimfor failure to diagnose. |If the referra
process can go through, it can significantly reduce
both of those and there's not a basis for the | ack of

referral or there's not a financial inpedinent for
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the primary-care physician to refer.

Fourth, it allows doctors to practice
in their specialty. Wat we're finding nore and nore
i n abundant anmount of |awsuits, and we've done
statistical research of this, is that you have
gat ekeeper physicians having to practice in about six
specialties because they can't afford to nake the
referral because of the financial incentives agai nst
referral, and often -- some of them nmaybe can do it,
but that's a pretty good thing, and when there is a
nm stake, the patient is the first harmed and then the
doctor finds thenselves in litigation. That would
increase the tine that could be spent with the
patient and not on the phone trying to approve
referral s.

I think a nore nodest approach, and
this is one that Brad even agrees on, and that is
the second one and the one that's listed, is to set a
time period, two years or so, by which a PCP can earn
a gold card, that's basically earning the trust of
the IPAor if it's a direct contract with the HMVO
allowing themto be exenpt from prior authorization
and to encourage prescreeni ng of physicians for
quality. And you can see that that's a nore nodest
step in the direction than Dr. Spurlock, Alpert and I
have ki nd of advocated. And again that's fairly
bold, but that is one of the heart in the center of

conplaints is getting into the hands of the proper
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speci ali st and whether or not that is happening.

MR, HARTSHORN: Mark, could you back up
to mal practice i nsurance because | was | ooking for it
and | didn't see it and didn't hear you.

MR HEPLER It's not on the sheet,
I'"mjust giving you rationales as to why | think it
woul d help --

MR, HARTSHORN: Just back up

MR, HIEPLER -- increasingly. And one
of the main target areas in malpractice clains is the
pri mary-care physician, again, bearing all the risk
because the referral didn't go through. And
typically this is in a failure to diagnose a cancer
and it's the nost extrene, tragic extrenes for
patients and then it's an extrene situation for
doctors too. And this would elimnate that
hi nderance or that potential claimthat it's based on
inability to refer, that would take the liability
hooks of f the medical group as well as the physician
where there is that tendency not to refer because of
the bureaucracy or the delay in the processing of
that referral

Again to reduce litigation I think it
woul d be a great step in the direction, plus it would
help foster, | think, the trust relationship that is
at question between the doctor-patient rel ationship
because are you not referring nme because there is

i ncentive not to. Did that --
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MR. HARTSHORN: Yes. Thanks.

MR, H EPLER -- encourage HM>s to |et
specialist PCPs for chronically ill menbers? D d
that make it onto yours? W found that especially in
the treatment of oncol ogy patients. It's conpletely
ridiculous to force themto go to the PCP every week
before they go get the chenptherapy treatnents. Mny
groups still process their specialty referrals that
way. Everything you get. So if you have a
chronically ill patient, they can approve the
treatment plan over six nmonths. It's nore efficient
for the bureaucracy of the health plan, it's best for
the patient and for the physicians involved.

And agai n, encourage "shoul ds" or
"shal | s" are things we can debate, but these are
broad topics for our discussion

Requi re explanations for referra
denials, require disclosure of the basis for nedica
necessity decisions. Oten the patient doesn't know
where this is comng from it hasn't been processed,
they don't knowif it's the UR at their |ocal nedica
group, and if so, they should talk to them They
don't know if it's the HMO on high or the corporate
HMO that is denying it or they don't knowif its
their primary-care physician who doesn't want to
refer for good reason or bad reason or indifferent
reasons.

So require a denial to state who is
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actual ly denying this thing, because that's where
people get lost and there's a lot of HMOtine that is
spent, | believe, inefficiently intrying to see who
denied it and they didn't deny it, it was the nedica
group. And the nedical group wondering who did it at
UR and it was just the referral didn't get passed
through by the primary-care physician. It allows
accountability and takes away the frustration factor
that doctors and patients are feeling getting lost in
that process.

The fourth category in financial
incentives and I'Il go through this fairly quickly
because we've had a |l ot of discussion on this. But
the real concern is that in especially |IPA nodels
we're seeing capitated arrangenents, and again,
can't get these contracts except for spending
probably $20,000 of time a year or so of litigation
and getting a court order to actually be able to tel
the patient how nmuch their physician is being paid,
and nost of the tine it is such a small anount that
it would be very al arm ng

In the | PA nodel we're seeing contract
$7 and | ess per nmenber per nonth, and again, not risk
adj usted, but the patient thinks and believes that
nost of these are fee-for-service situations. So
they're not enpowered to ask the proper questions to
find out where the possible incentive is to treat or

not to treat or if that's even a reason why they're
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not getting processed. And if we can disclose that,
we can take away a | ot of the concern plus we can
all ow people up front to know what they' re getting
and to have expectations accordingly.

And basically the big shift that we're
seeing is the patient is still operating under the
idea that they're in a fee-for-service with
retrospective review, but when they don't get to the
next step they're finally realizing that there's
prospective review. |In retrospective review there's
a business decision, there's a business damage,
there's dollars for the paynent of the care already
recei ved.

And the prospective review you have two
categories of damages, you have the human costs, you
have the frustrations of the doctor and then the
second category is also the financial issue. So if
they know up front, and we all have tal ked and we' ve
heard everybody say patients need nore information,
if we don't give themthe fundanental information on
how t he physician's paid and how t he system worKks,
we're losing it. And to the degree that | have to go
through that much strain to get a copy of these
contracts, you know, it's a synptomthat is sonething
that people don't want the patient to know to all ow
themto police their own doctor, their own nedica
group in their own possible way. And it fosters

trust if they know how the system works to know how
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the doctors pay.

So the risk pool situation as you've
heard a coupl e of people have asked to have these
described. Oten there is an actuarial based and
nmost often non actuarial -based risk pool to
suppl enment the capitated anount.

The risk pool generally in nost of the
contracts says that if you do not use this noney for
referrals to specialists, and there's also hospita
pools, if you don't use the hospital to a certain
degree, the nedical group and/or doctor will get 50
cents of every dollar back that they don't use at the
end of the year.

In a neeting with a | arge nedical group
recently they said they cannot survive on the
capitation, yet the HMO indicated that the risk pool
was actuarially based, this was how nmuch they were
goi ng to need.

So that | eaves themw th no decision
other than to take noney out of the risk pool or make
sure there is risk pool noney to help them supply the
way they are going to give services. There's a real
conflict there, and again, doesn't need a | ot of
regul ati on, just needs sone light, and that needs to
be allowed to be disclosed to the patient because
many of the contracts say you cannot -- it's not a
per se GAG clause, it's an indirect GAG clause. You

as the physician are not to disclose the proprietary

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900

218



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

i nformati on the way that you're paid or the nethod
and neans of the dollar figure.

Wel |, the physicians are concerned
about disclosing that even though it's not a GAG
clause, but it keeps the patient from ever know ng.
At many nedi cal conventions there are doctors that
say, "l want ny patients to know | amgetting $7 per
month, they'Il think I'"mgiving pretty good care for
that." And so the requirenment is to require
di scl osure of physician conpensation to patients and
ot her physicians, provider incentives, recomendation
fromthe ERG we' ve discussed.

In addition, capitation of other
medi cal providers seem ngly one of the goals is to,
again, renove the risks fromthe HMO, place the risk
on all of the care providers.

There's good phil osophi cal reasons,
practical reasons. | don't knowif it works or not,
but I think a patient should know if the person
reading their Pap snmear is getting .01 per nonth
capi tated because when ny slide or biopsy goes in
there I want to know whether it's a vol unme place,
whether it's a careful place or whether they're
getting paid. So one of the bolder requirenents is
that if something's being capitated it should be set
forth where a patient can find out and actually | ook
it up. It also helps themto conpare ahead of tine

when they're shopping as to what is capitated, what
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is not and who's getting nore of the noney. |s ny
physi ci an ever getting anything out of this processor
or is it all lost on adninistration. Also, it's a
good angle for the HMOs to show the | arge percentage
that may be going to the hospital and to the
physi ci an.

W were supposed to divide up the
section for M. Perez in informng patients of al
opti ons.

Agai n, we have seen a lot of contracts
and recomrendati ons from executives at different
Il evel s at the plan or at the nedical group level that
says, you know, we're not paying for any of these
options so the physician should not even discuss the
option because then it will result in litigation and
there's all kinds of conflicts.

Those are subtle GAG rules. And
basically our position should be that the physician
shoul d be enpowered, as you woul d expect, to discuss
all options, whether it's a covered benefit or not,
and that's an insurance determ nation and of course
you can't pay for anything, but at |east the patient
shoul d be able to have disclosure of all things, and
di sease managenent gui delines, how the doctor is
perhaps being told how to manage a di sease, that wll
help give credibility that there is a plan, that it
is not just based on how they're paid. W think

that's very positive. So the big regulatory portion
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of this is basically disclosure.

Priority recommendati ons. Requiring
the following information on the patient's health
i nsurance card, this wasn't a big issue. Sone of the
staff people hel ped us cone up with this. | think it
may be inportant, type of health plan, whether the
PCP referral is required.

Several physician front office people
came up and told us that people don't even know what
they're in. And the cards don't give these sinple
things, and the patient says | don't need a referral,
and the plan says they need a referral, and the front
office of the doctor's office are conpletely
frustrated, whether copaynments are included or
excl uded, what services are excluded and whet her
referrals are confined to the PCPs nedical group,
requi red disclosure of the physician's conpensation
to patient.

And this should come fromthe HWO
| evel, the physician doesn't necessarily have tine to
sit, you know, and go through all of that when their
time is already maxed with just the vol une
constraints that they have in many capitated
situations.

So the concern there is that a list of
i nformati on be provided at the nedical group |eve
that anybody that receives a capitation paynment in

the plan, it should be set forth and told what that
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actually is.

There's been sone legislation in part
as a result of the Ching case in Rosenthal's office
to say that you need to tal k about risk pools, but
again, a lot of people here don't even understand the
termmuch |l ess a person who is getting their little
bookl et .

But people want to understand, "Wat is
my doctor getting paid?" It's a very inportant part.
It's not going to solve all problens, it allows sone
sunshine to be on sonme issues, and | think will help
foster that trust issue.

The physician availability goes back to
Brad, right?

MR, G LBERT: |'mlooking forward to
heari ng the consequence of your Pap snear, by the
way. Mark says we're in agreenent,
it's not because he said he wouldn't sue Inland
Enpire Health. | actually thought I was with a
different health plan that woul d encourage him

Physician availability | wanted to talk
about fairly quickly. |Inadequate visit tinme, really
two i ssues even under any nodel, staff nodels have
productivity guidelines and requirenents. |PA nodels
you have to have lots of patients. |If you re getting
$7 per menber per nonth your total is on the | ow end
of nobst contracts, you need a whole |ot of patients

to make that work, which nmeans many patients need
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appoi ntnents and you nay not have tinme to fit them
all in. So we believe there nay be sonme issues in
terms of inadequate visit tinme.

I would just point out and | think some
of the physicians could here as well that |'ve worked
under virtually under any systemif you're in a busy
clinic, you're in a busy clinic. It doesn't matter
how you're getting paid. 1've worked in every
setting fromcapitated fee-for-service, wthholds,
everything, and I'mnot sure | can really tell the
difference, but certainly there's perception or
concern that lots of patients for an | PA nodel or
productivity requirements of a staff nodel may cause
probl ens.

Appoi ntment availability. This is a
tough one. There's a lot of studies that are done,
and in sone ways | think that managed care
potentially inproved in some areas because they
measure it, it was never really measured in any
systematic way before, hopefully that measurenent
results in change. But what is reasonable. It al
probably depends on what type of thing you need,
whether it's an acute visit or preventive or health
assessnment visit. But that's certainly an area where
peopl e are concerned because they're told you can't
get in for six weeks, eight weeks, ten weeks, et
cetera.

Physi ci an standards. This one was
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actual Iy sonething that came up which was talking
about the issue of the increasing use of physician
assistants and nurse practitioners because of related
theoretically to conpensation and the fact that those
i ndi vi dual s do not cost as nuch as physicians and
therefore get used nore.

I think you know in many cases that's
conpl etely appropriate. |In many cases nurse
practitioners and PAs -- | hesitate to say this --
can do a better job than a physician in terns of sone
of the education on preventive issues. But to ne,
the issue is the managenent and supervision of those
i ndividuals and we focus a little bit about that in
our recommrendati ons.

Devel oprment of the doctor-patient
relationship is obviously, as Mark said, the core of
the whole thing. And there's a sense or a ground
swell which Dr. Al pert always tal ks about,
sonet hi ng' s happening and that's getting eroded. And
clearly, that could relate to the i nadequate visit
time, the appointment availability, use of physician
extenders, all of those things could erode a clear
type cl ose physician-patient relationship which
think all of us would agree is obviously key to good
medi cal care at some level. So those would be
i npacted by the things above.

As far as the other recomendations, |

think we beat risk adjustnment into death this norning
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so | won't tal k anything about that.

This second one, there is sone conflict
in this area in terns of this issue, there are
different laws around the supervision and oversi ght
of physician extenders. |It's different for nurse
practitioners than physician assistants. It's very
different actually in the law and so there was sone
di scussi on about whet her physicians need to be
present for that supervision and whether or not the
di scl osure needs to be done as to whether an
appointnent is with a physician, a physician
extender, you know, hopefully that occurs. But there
was a little bit of discussion about that.

The final priority reconmendati on which
is not on your sheet was discussions about maybe
the -- either the performance of access studies which
virtually every HMO does, but in sone ways naybe the
publicizing and the information related to those
access studies because |I'mconvinced in nmy area that
access has been inproved and |I have appoi nt nent
availability studies that | think denonstrate it.

But | don't have a good baseline in ternms of Medi-Cal
fee-for-service in my particular circunmstances to
conpar e

So those are our areas with the sub
areas our initial priority reconmendations. There
is, of course, an entire paper being created with

cites, with footnotes, hopefully bal anced after the
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di scussion this norning, at least in ternms of the
presentati on, and many, nmany nore reconmendati ons.
But we wanted to just throw out and get sone

di scussion so that the staff helping us with the
paper woul d have sonme ideas in terns of direction.
So | open it up for questions or coments.

CHAI RMAN ENTHOVEN: Thank you
M. Gallegos.

HONORABLE GALLEGOS: Thank you
M. Chairman

Brad, going back to nunber one and
specifically | ooking at termination of physician
contracts. Was there any discussion at all when you
tal ked about, you know, term nation of physicians and
there should be a requirenent to I et them know t he
reasons for term nation? Ws there any discussion at
all about a process that the doctors could use once
they're notified of the reasons for their
term nation?

MR. G LBERT: There was discussion, and
you could look at it one of two ways. In sonme sense,
if you're doing it for cause, then there should be,
of course, due process related to that for cause and
your ability to, you know, show your side or your
i ssues related to that.

So we had a di scussion about explicitly
i nking those two because if you do for cause, then

there should be sone due process about that cause.

226
BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

It didn't make it into the recommendati on because we
were a little bit -- you know, we waffled a little
bit on the issue saying you can't have no cause
versus giving expl anati ons.

So one of the problenms would be if it's
a business of network issue, is there really, you
know -- is there really a due process related to a
busi ness or networ k deci sion versus, of course, a
quality or a substandard care or those kind of
t hi ngs.

HONORABLE GALLEGOS: What was the
feeling about the business or network reasons? Maybe
I missed this. Should there in your opinion or in
your comm ttee's opinion be a process for the
physi cians that are term nated for those reasons?

MR, G LBERT: | think I can safely say
yes. | think in terms of the commttee | would say
yes.

HONORABLE GALLEGOS: So that woul d be
your recomendati on as sonething the overall Task
Force shoul d consi der?

MR. G LBERT: W had a | ot of
di scussion about it, and I can say the three people
sitting here agree on that, or the two and the enpty
chair.

HONORABLE GALLEGOS: What about --
excuse ne, M. Chairman, if | could. What about

notifying the enrollees of the doctor's pending
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termination of contract so that they know ahead of
time that, you know, on "X' and such date doctor's
contract is going to be term nated or is scheduled to
be termi nated and they have, you know, advanced
notice of that so that, you know, they don't cone in
the day after the doctor's been terninated because of
a contract expiring the doctor's not there anynore.
MR, G LBERT: W didn't explicitly
di scuss that. | think, you know, in nany cases
heal th pl ans have specific obligations in certain
areas, Medi-Cal for exanple, there is specific
notification requirenments when a physician is noving
fromthe plan in ternms of the time frame we have to
give to the nenber to be able to nake decisions, and
that's true for Medi-Cal. | don't know if that sane
requirenent is in the other, but we didn't
specifically discuss that. But it's a good point.
HONORABLE GALLEGOS: And then lastly,
the recurring theme through all your requirenents is
di scl osure requirenments on the part of the plans or
the nedical groups. It's pretty preval ent
t hroughout. You know, given that there's been
resistance, that's putting it mldly, that |I've seen
on the part of the industry with regards to
| egislation, that attenpts to pronpt disclosure in
many of these areas that you've already addressed,
what woul d be your recommendation for the Task Force

on that issue? Wuld it be to, you know, pursue nore
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di scl osure requirements or nore patient information
to, you know, the enrollees since that seens to be a
strong thene throughout your paper?

MR. H EPLER: Brad tossed nme the nike
on this one. | think it should say "shall." "Qur
recommendation that this informati on on capitated
paynents shall be disclosed or nade avail able to each
enrollee.” And that's one area. And if you | ook at
the CMA's | arge paper, they're very concerned about
the inpact that capitation has, whether it's -- and
many of you, | think, when | spoke on that before
said, "Ch, that's not a big deal, people. There's
not even that great of an argunent for it." So
think that's a recomendati on

MR, G LBERT: | think M. Gallegos is
right, we have a pretty unique group here. | cone
conpletely fromthe public sector as |I think you
know. And | amin agreenent with nuch of this
because | don't see -- although there are certainly
anticonpetitive issues that may exist, nmany of the
things | think are reasonable for patients to
understand in terms of the delivery of health care so
we were in consensus in terns of our recomendation.

HONORABLE GALLEGOS: What was it that
you said woul d happen if the provider's contract
expired before open enrollnment? Did you reconmend
that the enrollee be able to continue care if there

was on-going treatnent? Did | hear you say that?
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MR. G LBERT: | think the consensus of
our group was that it should be a subset of nenbers
that are in an episode -- there are a variety of ways
to say it -- are in an episode of care, have a
chronic nmedical condition requiring frequent follow
up. There's many ways.

The DOC has actually required health
plans to file a continuity of care policy which is
supposed to define the transition fromone plan to
another. So it covers that transition when you | eave
one health plan and you go to another. This is the
ci rcunstance where the individual's caught up in the
m ddl e of their period because of sonme change in the
network. And our feeling was that, you know, if
you' re supposed to have a continuity of care policy
or structure fromone policy to another, why woul dn't
that be applicable if the plan or group is making a
decision in the mddle of the period to do that? So
really our focus was nmore on individuals that are
clearly in sone ongoing epi sode of care.

CHAI RVAN ENTHOVEN:. Excuse ne, | just
need to take care of a couple of things. W started
this at 2:15, and now we're after 3:00. What | think
| absolutely have to protect is the tine to have the
expert resource group on nedical centers and health
care work force for themto present, and then we can
consi der what we want to do about the other papers,

perhaps roll themforward. So | think we're
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absolutely going to have to end this one about 3:45,
say anot her half hour.

The ot her thought is whether to try to
organi ze the discussion around the Roman nuneral s as
opposed to responding to the whole thing. Does that
make sense?

MR. G LBERT: | think that would be
fine.

CHAI RVAN ENTHOVEN:. Okay. So could we
ask for people who want to conmment on Roman nunera
I, may we just start a new list. Bud, are you
wanting to conmrent on?

Bar bara and then Bruce, Roman nuner al

MR LEE: 1|'ve got -- nmy comments were
not on either of them they were overall coments.

MS. DECKER: Then you have to go to the
end.

MR, LEE: Fine. 1'lIl go to the end.

Fi ne.

CHAI RVAN ENTHOVEN: Tie it into the
best place you can.

MR. LEE: Fine.

MS. DECKER: | agree with you fromthe
reality base that it's very inportant for a patient
to continue in care when they've established a
treatment plan with a provider. So | conceptually

find that attractive, and we do do this as we change
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our plan offering. As an enployer we |ook for the
new plan to have sonme kind of transition fromthe
prior plan.

But |I'mjust concerned about this idea
of contract years. | just seen that as being very
difficult and very torturous when people, different
conpani es have different open enroll nment periods,
different years, claimyears that they run on. M
menory is that Cal PERS is not on a 1-1 to 12-31. Oh,
they are?

MR, G LBERT: No. You're correct. Qur
open enrol |l ment was June.

M5. DECKER: \Whatever. | think
different enployers can choose to have different plan
years. And supposedly so every contract's supposed
torun 1-1 to 12-31, and that seens fairly
unsupportabl e from a busi ness standpoint.

So how does this work when you say if a
contract ends with a group, that the care nust be
continued with that group under a new arrangenent?

It just -- | don't see how that can really work in
the worl d of today.

MR, G LBERT: | nean the logistics are
difficult. One way to bring it to the base |eve
avoi ding the contract issue which | think is very
difficult is that you do it at the physician | eve
which is one way. |If a person has an ongoing -- is

in an ongoi ng epi sode of care with a specific
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physician, that if the contract has changed, the new
group that cones in as a responsibility for that

epi sodes of care, to pay that physician regardl ess of
whet her they're with the group on sone base fee for
service basis. So then you would avoid your contract
probl ems, but you would maintain the
physi ci an- patient rel ationship.

That has its own probl ens, obviously,
internms of ability to pay, quality issues,
nmoni tori ng, oversight.

MS. BOWNE: For how | ong?

MR, G LBERT: And for how long. W
actually -- the way we do it is episode of care we
define episode of care which has potential downsides.

MS. BOMNE: That's pretty finite, one
hopes.

MR, G LBERT: It gets nore difficult
with a chronic illness. Oncology being a very good
exanple, what's the end point? So | think our group
was well aware that the logistics of this are very
very difficult. But we just, you know, felt that for
sonme people that could be seriously disruptive.

MR, H EPLER  The one thing
| ogistically is whenever you're notified, and
typically Martin's question, it's handl ed when a
physician is decertified or disenrolled or sonething,
i mredi ately the nmedical group has to send and does

send just for practical reasons a letter to the
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patient and say, you know, "Now you got to choose
from someone el se, within 90 days you got to go to
soneone el se. ™

In that sane context, the way that |
think this can be taken care of logistically is at
that time when they're disenrolling your specialist
you tell themthat his contract is up in this tinme
frame; however, you can run to the end of the
contract, whatever the end tine is. And that's how
we were tal king about logistically handling this so
that each nedical group knows that that contract
woul d typically end whenever it does. And they have
that much time to try to finish up or switch to
anot her nedi cal group that does contract with that
physi ci an.

Again, it lets the patient and the
medi cal group take care of that and it gives them
each an incentive to work for each other and get rid
of a problem especially you see this in oncol ogy
groups all the tine, they change and a patient who
has ongoing treatnment with cancer has been with one
doctor, they're left up inthe air. And in that
situation, at least it gives themto the end of the
contract period as opposed to the 90-day period in
which the time the doctor is being disenrolled.

CHAI RVAN ENTHOVEN: | think we need to
nove to pressing conments on |

MR, HARTSHORN: 1've got on I, what if
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the doctor gets terminated, in other words
voluntarily, did you talk about that? 1In other
words, the doctor doesn't want to continue the
contract.

MR, G LBERT: Though it was nixed, |
think the feeling was if the physician nade the
decision to |l eave the group, then many of these
things would not apply, if the physician was nmaeking a
vol untary choice to renove thensel ves fromthe plan.

MR. HARTSHORN: And | assune if the
patient agrees to nmove to a new physician?

MR H EPLER  Option.

CHAI RVAN ENTHOVEN:  Bruce.

DR, SPURLOCK: A couple conments about

continuity of care. | think it's a very inportant
issue. | think it's therapeutic in many cases,
especially with chronically ill patients. And I want

to relate a personal experience | had with one of ny
patients afflicted with HV and was dying. 1In the
| ast six weeks of his dying process actually had his
enpl oyer pull his care fromny health plan, and |
alnmost lost him And | know personally in ny heart
what happens to a patient | was extrenely close to
when he was in his nost difficult time in his life.
It's a very inportant issue.

Having said all that, the
patient-physician relationship is not the only trunp

cards. There are a lot of trunp cards. Sonething --
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an exanple | want to bring out with things that

af fect nedi cal groups because nedical groups have to
deal with their coll eagues and have congeni a
relationships with coll eagues in their groups and the
| PAs.

There's questions of fairness when sone
menbers of the nedical group aren't necessarily
working at the same |level as the others. An exanple
coul d happen when open enrol |l nent goes through and
we're done with the contracting in a primry-care
physi ci an who typically has around 2,000 patients,
|l oses all of his patients for whatever reason, then
go to another health plan, they decide to go to
anot her doctor, it cones down to one patient left, so
they lose 1,999. And if they're going to make a rule
that that nedical group has to continue with that
physi cian and the relationship or that one patient,
there's huge interpersonal relationships wthin
menbers of the group, and from a busi ness standpoi nt
it just doesn't make sense to have one physician in a
medi cal group or | PA who is only seeing one patient.

So there's real legitimate business
reasons to have to play into this. So ny suggestion
woul d be to think about the concept of a threshold
for maintaining chronically ill patients or somnething
so if we get to the point where this really
ridi cul ous nunber, you know, it's less than a quarter

of the patients you have sone |left after sone
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contract year, that you wouldn't necessarily nandate
that those patients stay on there.

So |l think there's a threshold limt,
even in PCPs, below that you cannot maintain it for
busi ness purposes.

Secondly, | think you al so have to
limt that continuity. M certain very inportant
paranmeters and the one that conmes up clearly is
quality, so that if a physician is not maintaining a
quality level or a new study saying that they need to
perform 80 angi opl asties and they're only perforning
20, that they can actually not have -- you know,
maybe some of those patients enjoy that continuity of
care, but the quality overall is not being maintained
if there's this credentialing problemso that the
physi cian has difficulty maintaining credentialing
status for whatever reason that you woul d have those
delimters on continuity of care.

Finally, | want to talk a little bit
about the term nation issue. And | think a lot of us
when we tal k about the business reasons, it doesn't
get to the heart of what the issue is with the
physi ci ans which is the "Way ne?" So that if you
have 100,000 |l ess patients in your |PA after an open
enrol |l ment period and you have to term nate certain
physi ci ans, the question for nost of those physicians
is "Wy me?" And a business reason is not good

enough, and in fact, the way you settle that out is
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in the courts. And so what happens with ternination
for cause even if it's for business reasons, it plays
out in the court process and that there's no concept
of fairness because we don't have a good way of doing
that mechanismin the nedical groups. So | think we
want to make sure we have flexibility in the nedical
groups to be able to nanage the business, to be able
to flex up and flex down with changes in enroll nment
so that they can actually provide high quality
adequat e care.

And then we shoul d al ways nmake sure
that we have continuity to the extent possible and
that we shoul d support the patient-physician
rel ati onshi p because in the cases where everything
else is equal, it's the trunp card, but it's not the
only trunp card out there.

MR, G LBERT: We conpletely agree with
the QAD credential issues. It wouldn't be applicable
if you were to renove the doctor fromthe network in
many cases.

CHAI RVAN ENTHOVEN:. Okay. Ron
WIlians.

MR, WLLIAMS: Just a couple clarifying
comments. Was it intended that the contractua
arrangenent that enabled the patients to extend to
the rel ati onship between the primary care physician
or specialist and the nmedical group that's off of the

IPAs or was it sinply between the nedical group and
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the health plan? | just wasn't clear on that. [Is ny
question clear?

MR, G LBERT: Are you talking about is
it really nmore physician specific?

MR, WLLIAVS: Yes. |Is it physician
specific? The health plan naintain its relationship
with the group? If the patient had a physician and
| eft the physician in the group, that physician |eft
the group, then what happens, | guess that's where
I''m not under st andi ng.

MR, G LBERT: As Terry nentioned, if
it's a voluntary, if the physician's |eaving
voluntarily, then we don't see the continuity of care
appl yi ng.

MR, G LBERT: Ron, we're |ooking at
really a physician-specific relationship so that as
an exanple, if a specialist was term nated for
what ever reason and there was a menber of the health
pl an of the medical group who term nated the
physi ci an who was in an epi sode of care with that
particul ar physician that was felt to be significant
enough that that relationship had to be maintai ned,
then it would be either the health plan or the
medi cal group's responsibility to cover the cost of
that care until that episode of care was done.

MR, WLLIAMS: So fromthe patient's
point of view, they're protected regardl ess whet her

it's an issue within the nmedical group or the health
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pl an or the medical group and the physician. Okay.
Very good.

And the second question is: In terns
of the nore explanations and reasons we get into for
nonrenewal , the nore the issue of new entrants into
networks will becone a critical issue, that health
plans will begin to say to new physicians coning out,
"Let ne go real slowin terns of determn ning whether
I want to open up the panel to you and provide
access. "

So | think there are sone tradeoffs. |
don't quite know how to manage that, but that's one
i ssue.

And | am concerned about the whole
litigation question. | think it was put very well at
the end of the day, the question is "Wy ne?" and
think unfortunately if you have fewer patients in a
gi ven geography, there often isn't a good way to
figure out who you keep or don't keep.

MR, G LBERT: Just two coments, |
think the latter part first.

I think it is difficult. | nean, just
frommy perspective of the fact that we have
significant due process in sone areas for physicians
that go through peer review commttees that stil
m ght meke a determination that that physician should
be termi nated, and then they have rights of appea

through the system you know, | think the question is
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what are the applicability to sonme of those processes
to the other side which unfortunately, as you're

sayi ng, might not be as well defined as a QA or

anot her issue of that type.

The new physician part is a good point
because | think it goes back to Dr. Spurlock's point
if | don't have the flex, | feel like | don't have as
much flex, will | then not be as willing to take
peopl e on at the margin because | don't know if | can
do the flex that you were referring to in terns of
responding to the market. | think that's a
legitimate concern. And sonehow we were trying to
figure out how to balance. Mark |eaned over to ne
and said, "Well, we're just saying an expl anation
rather than for cause,” but, you know, ultimtely it
will end up being treated as pretty much the sane
t hi ng.

CHAI RVAN ENTHOVEN:  Hel en

DR. RODRI GUEZ-TRIAS: Yeah. 1In this
first part where you describe |ack of choice and
i nformation, then, doesn't seemto followwth
priority recomrendati on fromthe patient's
perspective, making that initial choice when they
beconme a nenber of a plan with very little
information. | can just give it from persona
experience not knowing the folks in the Santa Cruz
area, how difficult it is w thout having any

information that is like a doctor's profile, maybe,
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I'"mnot sure what that mnimal information should

i ncl ude, but sonmething to the effect, you know, works
well with ol der people or, you know, has a | ot of
experience, whatever.

And the other piece of a choice is
that, you know, |'ve been used to franeworks where
you had teams practicing together and peopl e who nake
these personal attachnments, they're people that have
better rapport with or less rapport with, or |ess
experience |ike a younger doctor or ol der doctor,
someone who is experienced with a particul ar age
range with children. So where does that cone in and
where is that inplenmented for the patient?

MR, G LBERT: The first part, 1 think,
was addressed, | think, a fair ambunt by Jeanne and
her group in ternms of consumer information, trying to
come up with a matrix of health plan selection that
is actually useful and friendly. And so we sort of
beg the question and we focused on the issue of
meki ng sure peopl e understood the inplications froma
specialty access point of view because no one seened
to tal k about that close panel, open panel

I"'msorry. |I'mnot sure | understood
in ternms of the rapport and relationship, | didn't
under stand the second part.

DR. RODRI GUEZ- TRIAS: That patients
meke deci sions after seeing physicians. And nore

informed patients are likely to be nore denandi ng,
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but there are people that will sort of hobble al ong
wi th somebody, | don't know if that's a conplaint or
a grievance, and you have to route that person
el sewhere so that they have sonebody.

MR, G LBERT: So really |ooking at the
i ssue of your ability to change PCPs once you' ve
sel ect ed?

CHAI RVAN ENTHOVEN: | have to junp in.
One thing just in order to get through this, one
thing is this will be translated into a paper which
then will cone back to the Task Force for discussion.

So everyone keep that in mnd

Next, I'mgoing to arbitrarily rule
that Roman numeral 11 is sufficiently
noncontroversial, that we'll get to Ronan nunera

1.

Now, Roman nuneral [I1.

MR, LEE: Yes.

CHAI RMAN ENTHOVEN: Al pert and then
Pet e.

DR. ALPERT: M biggest fear, and
woul d hope that a nunber of other people around this
table will share this, will be that we go through
this whol e process and nake a nunber of
recommendati ons and then, |o and behold, the
| egi sl ature takes every one of them and unani nously
passes them puts themon the governor's desk, they

all becone |aw, and then everyone has thereby been
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instructed to do sonething, does it perfectly, and
not hi ng happens, the nunber of conplaints stay the
same, the ground swell stays or even grows nore, and
the nunber of bills, legislation that practices
medi ci ne which, of course, is an index of the failure
of the systemin ternms of health that we're trying to
hel p stays the same or increase because what that
woul d say woul d be that we totally nissed the boat in
trying to address the issue that was causing the
probl enms for us to exist.

MR, RODGERS: We just have --

DR. ALPERT: In the 171 days that this
Task Force has existed, today is the second tine |
heard a very specific answer to the question of
"What's the biggest problemcausing all of this
stuff?" And now as a disclainer | decided not to
talk to any of these people. | mssed the neeting
that they're tal king about and so forth.

But if you look at No. 6, |I'mtalking
about No. 3. But if you address -- if you agree with
Mark and Brad and John and Bruce and nyself as to
where -- what venue the biggest problemis in which
is basically once the patient wants to get care, goes
to the doctor's office and those -- that process
starts, if you believe that's where it is, and we put
constructive reconmendati ons and now we're getting
nmore and nore to that venue, | don't know exactly

what the right ones are that we could digest all
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that, but then you would probably elininate No. 6
totally because all of those problens which they' ve
identified and they nmade recomendati ons for cone
about as a spinoff of all of this boondoggling that's
taking place in the doctor's office where that
doctor-patient arrangenent is happening.

Sol'"mthrilled to hear, you know, this
answer. | would invite as we go on and hope we don't
| ose sight in our discussions in trying to answer
this question, and |I'm anxious to hear if anyone has
anot her answer as to another place in the system
where there's a huge conponent producing the
conpl ai nt s.

CHAI RVAN ENTHOVEN: | think one of the
big ones is the whole dispute resolution process. So
you're synpathetic to Roman nuneral 1117

MR, G LBERT: | would just point out
the group is not in consensus on that.

MR, HEPLER He likes the gold card.

CHAl RVAN ENTHOVEN:  Pet er .

MR. LEE: Having been advised of the
shoehorn issues that are general to a topic, | have
some specific coments as well.

The doctor-patient relationship and the
trust issue as an introductory -- Mark, you cited the
CVA on it, but I think that sort of introduction is a
useful introduction. | really appreciate it. |

don't know if it might bias people's reading to cite
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the CMA on it, but I thought that's an incredibly
i nportant point that | want to reenforce.

I was just thinking about the entire
report what we're tal king about is not a structure,
we're tal king about doctors, patients, other care
provi ders, people who are sick, and trying to
reenforce that and bring that hone.

The other two sort of shoehorn issues
is one you noted the nonpriority recommendati on as |
heard Brad's note on what the priority recomrendation
is one that is nmore likely to get consensus.

MR, G LBERT: No. | said the opposite
actual ly.

MR, LEE: | didn't quite understood
what "priority" neant.

MR, G LBERT: Priority is a conbination
of those things that actually the three of us could
agree on, and two, what we saw as the highest
priority, and three, potentially controversial. And
we wanted to get themout there early rather than
give our really easy one.

MR, LEE: Okay. On that one -- a
couple that weren't on here, naybe they weren't
consensus like the prior authorization is, | think
it's very inportant for the ERG papers to include the
prior authorization so that we as a whol e can say
let's do a straw pole, let's talk about that. And so

I think this has been quite hel pful. W have been
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tal ki ng about prior authorization. But | would be
very concerned that in the ERG editing process which
Al ain introduced earlier, the ERG products shoul d put
before the whol e Task Force a range of issues, sone
of which hopefully will say, yep, we all agree, and
some of which there will be incredible diversity of
opinion on. W can quickly figure out that such a
small minority agree with it, we don't need to talk
about it, but |I'd be nervous that that not appear in
the ERG

So that's a process note of what we'll
see soon.

MR. H EPLER: And the answer to that is
that our two nost inportant things happened to be
edited out, and that's just because we didn't have a
chance -- | was in court and he was runni ng around
wi th doctors when we got the draft and they just
happened to be m splaced. That's why when | gave
ours and he gave his he inserted his about
aut horization issue and | did the sane.

MR, LEE: The other two points is, one,
a note that | fortunately think we're going to need
nmore than one additional neeting and many of the
specific topics | think we're going to need tinme to
talk about. That's a warning note.

The other is only to deal with overlap
i ssues because a |lot of these issues here do overlap

and both as we discuss issues and al so as we then
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format the end report.

And finally, the specific point is on
page 2 at the top, "The purchasers encourage." |
would like to see a recommendati on that we di scuss as
a requirenent related to sonething along the |ines of
standi ng referrals, maybe not permanent referrals for
specialists for people with chronic conditions. And
that's one of the things that | don't want anybody to
be surprised that that's one thing | would like us to
be tal king about as well, for maybe not always have a
speci ali st be your PCP, but have sone process of
maybe it's a year, maybe it's six nmonths, maybe it's
sonething different, but would actually be a
requirenent. So that's a heads up on that one. And
maybe it will be in the ERG paper as well, but if
not, I'lIl be bringing it up.

MR SHAPIRO M. Chairman, | would be
willing to yield fromtinmes of choice, seens |ike
we're running out of time on this issue and | had
several other comments and |I'd be nore than happy to
yi el d.

CHAl RVAN ENTHOVEN:  Mar yann

MS. O SULLIVAN: Peter mght have just
covered what | wanted to tal k about which was why --

I was wondering why you let go of elimnating prior
aut horization, but Peter did sort of just get that
back on the table.

MR, H EPLER  From a staff standpoint
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it was edited out by accident. And froma discussion
st andpoi nt we had total agreenent at |east at the
gold card level which | thought was a step in the
right direction. And | had di sagreenents on prior
aut hori zations, and | was, basically, shrouding
myself to Dr. Spurlock and Dr. Alpert. And since it
was recomended in another ERG that's how it was
edited out of this one.

MS. O SULLIVAN. One way or another it
will come back to us as a recommendation?

MR, HEPLER Right. That's on the
bol dness issue. And yet | think that the gold card
thing is a step at least in the right direction.

CHAI RVAN ENTHOVEN: | conmmend you for
being able to settle for steps in the right
direction. That would help us. Yes.

MR, CHRISTIE: Yes. I'dlike to
coment on the subject of trust. Peter, | don't know
where you were trying to shoehorn your discussion
about trust between the doctor and the patient and
this -- in this outline, but it occurs to ne as
Dr. Alpert well put it, the fundanmental conponent if
this whol e di scussion is without a doctor-patient
relationship -- | had the occasion to be in the
doctor's office a few weeks ago and | was dearly
|l ooking for a meter in the mddle of his forehead
that woul d describe to me in a particular nedica

condition whether he was giving me his best nedica
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j udgment unhi ndered by some contracting between the
I PA and himor he and the contracting HMO. And as a
patient in one of the local clinics up in the Bay
Area, when | go in | have to sign a formthat's
called a general consent form And on that genera
consent form | indicate that | will be willing to
pay for anything that my HMO will not pay for and
will take responsibility for this and for that.

Sonewhere in this discussion | think we
could elimnate a ot of our concern because I
haven't heard the solution for the question yet today
about the doctor-patient relationship trust if the
doctor were to sign the statenent saying that there
is nothing about the contract that he has with his
medi cal group or the contract that he has with his
HMO t hat woul d in any way hinder his decision making
ability in the case of ny care. And | wuld like to
throw that out as a possible itemfor this
doctor-patient relationship issue.

CHAI RVAN ENTHOVEN: M. Rodgers.

MR, RODGERS: Just maybe an i.e.
question, but authorization systens cost the health
plans a | ot of noney too. |If you |ook at whether
it's a strong enough incentive to reduce the
aut horization process for the health plan to be able
to say fromthe adm nistrative side that w thout too
much tinkering and nore encouragi ng and nodel i ng t hat

the health plan woul d eventually come to that
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conclusion that this is a way to al so reduce their
cost as well as the cost of the physicians,
especially as capped rates are conpressed and as we
focus on the adnministrative cost.

MR, H EPLER  Blue Shield has a study
onit, they were one of the first. They would just
say if you want to go to specialist, you would pay
thema | arger co-paynent. And their analysis said
that 90 percent of the tinme they approve it anyway,
but it takes a long tinme to get to the cormmittee and
it's so costly that it's better to put a little extra
nmoney on the responsibility of the patient, let it
go, and you avoid all those hassles. Then Aetna
followed suit and others have. So | nean it's
something that | think is going that direction just
froma cost standpoint as you pointed out.

MR, RODGERS: So can we encourage the
mar ket -- when you're | ooking at your reconmendation
let's drive the market in this same direction because
this seens like a good thing to do.

MR, G LBERT: The only other issue
related to that is so nmuch of the URis done at the
medi cal group level. They have specific -- at this
point they're fully capped with a risk pool, they
have very specific financial incentives to make their
decisions. So | would agree with you at the plan
level. | would also see those retrospective review

But at the nedical group level, | nean,
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that's where nmy concerns are

MR. RODCERS: It's still a cost to them
t hough, as well.

MR, G LBERT: But they bal ance that
cost off savings -- what they believe they bal ance
those costs off savings fromthe risk pool and
capitation, they believe that's a bal ance, | assune.

CHAI RVAN ENTHOVEN: M chael Shapiro

MR. SHAPIRO. Just a brief coment
tying the utilization review back to the term nation
issue. | don't -- I'ma little bit worried about who
gets the gold card. One of the concerns we had in
oversight is it seens to ne that there is sone
pressure on physicians not to refer to specialists,
not to treat even when they may deemit nedically

necessary because of the costs inposed on nedica

groups or the HMO. | don't think any HMO or anyone
who term nates a physician will say anything
incrimnating in that term nation notice. It's

inportant to see the relationship preceding the

term nation for physicians to know about
constructively critical concerns they may have about
their referral process, about how they're practicing,
so they can self correct that and hopefully avoid
termination. | think we are advocating for their
patients who are in risk-adjusted pools who they have
to refer nore than the average, it is not those who

are inconpetent or those who are not needed for
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busi ness reasons because you have | ost half of your
popul ati on.

So one of my concerns is to maybe
consi der economic profiling issues and all the
material in SB 94 which is the pending bill so that
you can ensure those who are getting gold cards or
those who where given this responsibility are not
sinply those who are oppressed into denying care and
therefore getting less by their HMO nedical group for
under serving, but are actually providing quality
care. So | think there needs to be criteria
associated with those who are responsi bl e.

MR, G LBERT: The concept is, of
course, appropriate utilization, not being under or
over.

MR. H EPLER: That was where the debate
was and | thought the gold card was at |east better
than what you had, but that's why | think maybe a
coupl e of us thought you could do away with it,
follow the recommendati on we had before, because if
you elimnate the game plan over two years with
pi cki ng out, you know, people that just don't treat.
And that's a -- it's a real concern and especially
fromthe patients' side when they're never getting
out of a very closed network.

CHAI RVAN ENTHOVEN.  Maryann O Sul |ivan

MS. O SULLIVAN: | just want to raise a

concern about relying too much on patients paying
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co-pays as the way to deal with this probl em because
for the co-pay to be a bit of a chill and keep peopl e
fromgoing to specialists too nmuch, it's going to
have to be pretty high. |If you're talking say $30
for a co-pay, it nmeans you're keeping a | ot of people
from exercising that and so we need other protections
for people that can't afford the $30 co- pay.

MR, H EPLER  You were aski ng who was
doing that, and | gave an exanple of Blue Shield as
doing that as the market alternative. W're not
sayi ng that you should jack up the co-pay and then
never get a referral

MS. O SULLIVAN. Right. Ckay.

CHAI RVAN ENTHOVEN:. Let me suggest, by
the way, that nenbers feel free to phone or fax the
ERG group with their additional thoughts in sone
cases.

Let's go on to Roman nuneral 1V,
financial incentives. This is disclosure.

I'"d like to just offer a comment on
this. | spent a great deal of time trying to
understand what is the stated | aw because | thought
there was a law that stated these incentives needed
to be disclosed and | think there in Knox-Keene, and
it'"s really a pathetic history, what happens is so
many |aws that their intent has nothing to do with
what actually is carried out. It al nost nakes

governnent | ook silly.
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And so | tried to understand why was
it? Wiat -- you know, why wasn't that |aw carried
out? Well, it turns out health plans say we have 160
or 180 or 200 nedical groups or |IPAs that we contract
with and each one pays their doctors differently, and
they think it's none of our business. So it led ne
to feel in that case we really would have to go after
the nedi cal groups and | PAs, we would have to take it

to that level, and | think that's sonething that

we'll have to face. There may be sone resistance to
that, but if we want real disclosure, it will have to
go there.

Then | had the feeling, you know, the
di scl osure that was nmade as soneone read to ne,
anyway, it sounded |ike generic, not very hel pful,
not very neani ngful statenments. | just wonder, here
and in sone of these others whether we coul d adopt
the following thought. And that is to say that
within a year the DOC will have done a pilot project
in which they randomy select 20 or 30 nedical groups
and | PAs, work out a nodel statement wi th them that
they agree is a -- then send it to a sanple of --
representative statistical sanple of nmenbers and ask
them some questions like: Do you understand this?
Is it neaningful? Is it helpful? You know, and in
ot her words, do sonme evaluation and put real tine --
this is not just pushing it off, put sonme real tine

limts onit, but try to get a few recommendati ons
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for real pilot projects, and then say you will report
back your findings and everything to legislature
within two years or sonmething like that. Wuld you
feel that was a big watering down part if we --

MR, H EPLER  Yeah. Conpletely.
woul d because it's clear people understand what their
doctor's paid and how they're paid. And the problem
right nowis that even |egislation states where you
have a risk pool where you're sharing risks you need
to disclose it.

VWhat peopl e understand is the
fundamental amount that goes to their physician and
if you do a statistical average, you' re not
protecting the patient who's going to a place where a
doctor is getting $5 and has every incentive not to
refer and you're not giving that doctor credit for
doing a great job on the $5.

If you disclose the exact amount and
for those services that are capitated, then you put
the onus on the patient to understand.

CHAI RVAN ENTHOVEN: As to just doing
sonme pilot test and sonme eval uation before we go
through and incur all the cost and efforts to do it
to see whether this thing works.

MR, G LBERT: We struggled with the
i ssue, okay. Now you say disclosure. How do you do
it and howis that information usable? Let ne give

you a specific exanple. DOC requires us to basically
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have a set of policies that are available to the
publi ¢ about how prior authorization occurs. Because
we're a health plan of many nultiple groups, a big
general policy of our standards tells the patient
not hi ng about a specific instance with their doctor.

The only tine they find out is if they
file a grievance and we give them a specific reason
why that particular referral -- if they get a denial
letter, why that referral was deni ed.

So there's a difference between this
broad di sclosure that frankly is of no use to the
consuner, a very specific disclosure that may be
useful but where do you put it, how do you put it,
how do you tell, and is it useful? | mean we didn't
-- | nean notwithstanding, | agree. W have trouble
figuring out how you deliver this information. Your
point is mybe we can do a pilot to figure out how
it's best to deliver.

MS. O SULLIVAN: The way you can do
that processwise is to be done everywhere within two
years and can be figuring out the smart way to do it.
But you want the mandate there so it's just figuring
out the way to do it but that it definitely leads to
somet hi ng.

CHAI RVAN ENTHOVEN. Okay. Thank you
Maybe that would be -- that's a tough one to get,
yeah, okay.

M chael Kar pf.
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DR. KARPF: Wile we're devel opi ng al
these instrunents for disclosure to consunmers can we
make sure we nake them available to our doctors
because nmy own hospital, a busy PCP, is seeing maybe
25 to 30 patients a day that may involve 15, 16
different plans. The last thing he knows is exactly
what plan that patient is working with. So | think
if we wal k out of here thinking that a doctor spends
20 m nutes anal yzi ng each patient before he sees them
as to how he's going to save a couple bucks on that
patient, we're not understanding the way physicians
practice.

CHAI RVAN ENTHOVEN: M chael Shapi ro.

MR, SHAPIRO | go back to ny remark a
few weeks or nmonths ago when it was QCakland | forgot
now where. There's something inplicit about
di sclosing capitation, there's sonething wong with
it, or we can drive the market. People have choi ces
to nmove fromone plan to another. 1'd feel nore
confortabl e about disclosure. That choice is not a
reality.

I go back, |I'mnot against disclosure
but to the extent this group finds certain el enents
of capitation which would be agai nst the public and
certain extremes, certain intensities.

First and forenost, it would be nice
for this Task Force to direct governnment or the

i ndustry to deal with those directly on behalf of al
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consuners who do not expect fees based on disclosure.

CHAI RVAN ENTHOVEN:. W have a physi ci an
i ncentives paper which will be looking at just that.

MR, SHAPIRO |'m always worried that
disclosure is going to substitute --

CHAI RVAN ENTHOVEN:  That paper calls
for direct discussion on limts.

Terry Hartshorn.

MR, HARTSHORN: Did you guys tal k about
the disclosure the fact nost of the doctors in |arge
medi cal groups, and Kai ser included, are on salary?
So is the doctor going to say | make "X' for the year
to the patient?

And then what about fee for service? |
don't think if -- let's keep a |level playing field
here, if you're requiring disclosure on capitated
anounts is the doctor going to say "For this visit
I'"'mgoing to get $20 for" --

MR. H EPLER: Here's the situation
generally in a fee-for-service setting, even in a PPO
setting, I'mgoing to see nmy bill. That's why when

you argue what's known and what's not known, and

correct nme where |I'mwong because you'll know, if
you have a fee for service you have -- you're seeing
a bill and people always say, well, there's incentive

to overtreat, but you know where the incentives lie
in a capitated arrangenent, you don't know as the

patient where the incentives lie or don't lie.
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MR. HARTSHORN: There can be an
arrangenent between the health plan and the
i ndi vi dual doctor and the nedical group and the
i ndi vi dual doctor on a fee-for-service basis. The
patient wouldn't see the bill

MR, HIEPLER Is that an exceptiona
circunstance? | understand that to be nore
exceptional ?

MR. G LBERT: Then that should be
di scl osed too.

MR, HARTSHORN: What about the salary?
I can't see doctors saying, "I make this much noney."

MR. H EPLER: That's fact.

MR, HARTSHORN: Well, the nedical group
m ght be getting the capitation, they break it down
as sal ary.

MR, HHEPLER  And that's real sinple
because if your doctor is a salaried physician in a
| arge medi cal group, then the nmedical group discloses
what their capitation is; however, |ow capitation
gets disclosed. So if the capitated level is to the
medi cal group, the patient needs to know what that
medi cal group is getting for the cap rate.

In the | PA nodel where it doesn't stop
there, there's another cap rate even lower to a
doctor, that's what you disclose. So wherever the
cap ends, that's what you'll be disclosed.

CHAI RVAN ENTHOVEN. Okay. Thank you
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We're going to have to nove on.

MR, HARTSHORN: Since principal doctors
are getting paid --

MR. H EPLER: That's true

MR, HARTSHORN: -- you're going to
| eave out a big chunk, then

MR, HEPLER In a large nedical group
you go to a salary issue and | don't think that's
actual ly reasonable to disclose what the salary is.

CHAI RVAN ENTHOVEN: Let nme just take a
straw vote. |1'd just like to take a straw vote.

VWhat -- how many nenbers of the Task
Force favor the disclosure of actual financia
anounts as opposed to a description of salary or
capitation or fee-for-service or fee-for-service
whet her to withhol d?

MR. G LBERT: There's a real clear
met hodol ogy to discl osure.

CHAI RVAN ENTHOVEN: A cl ear met hodol ogy
di scl osure versus financi al

So if you favor financial anmounts,
pl ease rai se your hand. Pure straw vote just to give
peopl e an i dea

Three or four -- four. Ckay.

MR, LEE: It depends which anbunts you
are tal king about.

CHAI RVAN ENTHOVEN. That's just a

suggestion that to think about the financial anmounts
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made, not to preclude it, but just an indication as
to where this mght go.

W' re going to need to nove on to the
next topic. First we'll have a five-m nute break for
the court clerk and everybody el se. Thank you.

(Recess.)

CHAI RVAN ENTHOVEN: Next we're going to
have Rebecca Bowne and M chael Karpf presenting on
academ c nedi cal centers and health care work force.
Recall this is an ERG report so there will still be
witten docunents to be sent in advance and then
di scussed by the Task Force, et cetera. So this is

at an earlier stage of incubation

DR. KARPF: |'Il start off. |
apol ogi ze for not having any witten materials, | was
out of the country. It took alittle time for

Rebecca and | to get our thoughts together, but not
having witten materials give me an opportunity to
kind of reflect back. For the sane reason as being
out of the country, | didn't get a chance to read al
the materials today, so it gave nme chance to reflect
back on sone fundanental s.

It rem nded ne of the experience that I
had that | think is kind of interesting and sort of
gives nme sone insights into what | think are
generalities we need to deal wth.

There's a gentlerman that was a patient

of mine for many, many years and becane a friend who
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I view as soneone who is a natural genius, who's a
man who never graduated hi gh school, and canme back
fromthe service to build a sand and gravel business
he sold for $80 nillion in the '70s. He got involved
in the tel ecommuni cati ons when he coul dn't spell

"tel econmuni cati ons" because he understood that there
was going to be a need there. And he was one day
riding behind an 18-wheel er and realized no one in
this country sells axles for 18-wheelers, but he
bought a big building, got a big press from Sweden
and made axles for 18-wheelers. So he's soneone who
has I ots of natural insights into needs and natura

i nsights into circumstances.

And he came out to visit in California,
his son is in Indy car racing, so | went out and
spent a few hours with him he was very curious about
what | was doing in health care. So | spent about
three hours with himtal king about what health care
is all about, what the issues are. And after | gave
this exposition he sat down and said, "Let ne
understand this, Mke. You' re gone into a business
wher e nobody wants to use the service. |[|'ve never
seen anybody who wants to go into a hospital. You're
going into a business where nobody wants to pay for
this service. You know, people never paid for it in
the past or paid very little for it, they don't want
to pay for it now and the governnment doesn't want to

pay for it. MKke, if you really want to try your
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hand in business, start with me, and we'll do
somet hi ng that nakes sone sense rather than being
i nvol ved in the business of health care.”

And | think what he was saying is that
really the issues that we are grappling with are
i ssued of ability and issues of trying to resolve
| evel s of expectation, what are reasonable |evels of
expectation and how do you, in fact, resolve them
And | think that's a dilemm that academic health
centers found thensel ves in.

To understand that dilemm what | would
like to do is spend a few minutes defining what |
vi ew as an academ ¢ health center describing how
they've grown and how their growh over a period of
time has led the problens that we have at acadenic
health centers face in the managed care environnent.

To me an academic health center is not
a hospital, it's an entity, it's an entity that
consists of a school of nedicine, that nay consist of
ot her nedi cal professional schools such a pharnmacy
school s, dental schools, schools of public health,
and the entity also includes either a hospital or
mul tiple hospitals and a variety of other services to
provi de health care to a nunber of patients.

These entities, and there are about 125
or 140 acadeni c teaching prograns, have essentially
three missions. And | think we need to understand

those m ssions. The fundanental m ssions of an
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academ c health center are:

One, education, the devel opnent and
appropriate maturation of a work force

Two is research, both basic by nedica
research and transl ational research. Translationa
research is taking findings in a | aboratory and
bringing themto the patient bedside, essentially
moving the level of care over a period of tine. And
our country is really at the forefront of
transl ational nedicine. Al the devel opnent in
transpl antation, the conplex heart surgery, the
potential energence of gene therapy, that really is
all taking findings froma cellular |Ievel and noving
themto a point where they can actually inpact on the
day-to-day |ives of people that we know.

And certainly service is a fundanent al
mandat e and mi ssion of academ c health centers.

And in service there are two types of
services providing in the past in a nore than --
their proportionate way. One is high-end tertiary
quaternary care service. Acadenmic health centers are
the places where the nost conplex patients with the
nmost conplicated di seases tend to end up. That's
certainly part of their mandate, it's part of the
skilled staff that they have.

Many acadenic health centers al so have
to be participants in the safety net of health care.

They' ve been there because they've either viewed it
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as a responsibility or they've grown out of municipa
hospitals, but that certainly they take care of nore
than their share of charity care and free care.

As we take a | ook at those three
m ssions | think we have to realize that one of the
problems we run into is that the funding for those
three m ssions have been interm ngled and comn ngl ed
and have been indiscrete for a |ong period of tine,
and that's led to the dilemma that academ c health
centers faced in the nanaged care environnent.

The reason the fundi ng have been
commingled isn't because that's the way academ c
health centers wanted it to be. |It's the way
acadenic health centers have grown over the |ast 15,
20 or 30 years. This country had a fascination with
science after World War Il and particularly with
bi onedi cal science. The rapid growmh of NIH fuel ed
tremendous growth in the infrastructures of the
medi cal schools and scientific capability and the
interest of trying to nove translational nedicine.

This country also had a fascination or
had a perceived need in the '50s and '60s of a
physi ci an shortage. There was a fair amount of
| egi slation that was passed that spurred on the
growt h and devel opnment of the expansion of existing
medi cal school s and devel opnent of new nedica
schools to fill this perceived | ack of shortage of

medi cal manpower .
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And in many ways indirectly the country
chose to support its education and indigent care
responsibilities through essentially caution
shifting, using Medicare dollars and Medicare as a
maj or source of support for education. Private
payers kind of wi nked and realized that acadenmnic
health centers were, in fact, using sone of the
dollars that were conming frompatient care dollars
for paying patients to take care of non-paying
patients and take care of educational needs.

And everything was great in acadenic
medi cal centers until the md '80s and | ate ' 80s when
all of a sudden the ground rul es changed, all of a
sudden rat her than there being |ots of nobney
avail abl e for research, lots of noney avail abl e,
direct or indirect, for education and sonme noney
avail abl e for patient care, the country took a turn
and became nmuch nmore accountable in ternms of how it
was going to deal with health care costs. They
realized our resources aren't infinite for nedica
care, that one has to start devel oping a nuch nore
account abl e system

And medi cal school s and acadeni c health
centers got caught as odd man out in that
circunstance. They hadn't budgeted in a discreet
kind of fashion. So with comm ngling of budgets for
education, research, and patient care, they were

found to be very extrenely expensive and ended up
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beconming the targets of payers and prograns that were
interested in trying to cut costs in health care.

So | think that for acadenic health
centers we have to essentially, if we're going to
allow themto survive, we're having to have to nmake
sure that they have the opportunity and that they
seize the opportunity to deal with the dil enma that
they find thenmselves in a productive kind of way.

From nmy point of view |l think al
academ c health centers have to understand that
they're not going to be i mune fromthe
responsibilities of other providers in terns of being
cost efficient, in ternms of meking sure that they
respond to the market pl ace and denonstrate in a
quantitative way the quality that they say that they
have and provide the services that they provide,
whet her they're tertiary care, quaternary care or
primary, secondary care and as efficient nmechani sm as
possi bl e.

But we're also going to have to
understand if we're going to hold them accountable in
a cost effective way, we're going to have to nmake
sure that they're budgeting for education and
research becones explicit so that, in fact, we can
support those things that we think we want to support
in a clear and appropriate kind of fashion, and
decide in an explicit way what we don't want to

support.
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So frommny point of view | think as we
| ook ahead and try to resolve the issues of how do
acadenic health centers survive, we have to very
specifically take a | ook at what they provide us and
figure out what it is that is appropriate to support,
what is appropriate not to support.

One of the issues we've already dealt
with, in fact, academ c health centers are going to
take care of the sickest of the popul ation, the nost
conplicated patients, then I think they're going to
have to be recogni zed for taking care of those kind
of patients, and issues of risk adjustnment need to be
addressed. | think this group has already nade a
maj or step forward in understanding that that is
going to be a necessity.

The issue of safety nets. | don't
think that's an issue for us to deal with. |If
acadenic health centers are going to be safety net
provi ders, there's going to be a squeeze put on them
that's a societal issue that the federal governnent,
state governnment is going to have to have to dea
with. That's not our responsibility.

| ssue of education and the work force.

I think we all recognize that if there was a shortage
in the '50s, we certainly overshot. There's probably
going to be -- there is or will be a very substanti al
surplus of physicians. Not only will there be a

surplus of physicians, but there's actually
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mal di stributi on between primary-care physician and
subspecialist, and there's certainly a

mal di stribution in ternms of physicians in urban areas
and rural areas. And so | think that that will have
to be addressed.

At the present time, medical education
is rather expensive. At our institution we calculate
that it costs us $200,000 a year to train a nedica
student. It's a rather handsome sum of noney. And
think nost of the literature will suggest that cost
per year somewhere between $100, 000 and $200, 000 per
medi cal student.

Medi cal education is supported in a
variety of different ways. Mich of it up until very
recently it's still been supported very indirectly
through Medi care, through GVE and | ME pati ent
paynments and paynents for disproportionate share
Medi - Cal last year, for the first tine in California,
recogni zed sonme educational responsibilities and nmade
a lunp-sum paynent to the University of California
and is trying to recogni ze the need to support
medi cal education over a |onger period of tine.

I think we have to grapple with society
as to how nedi cal education is going to be supported.
If it in fact is going to be supported by sone
payers, it probably should be supported by al
payers. If it is going to be supported by al

payers, | think that payers in society have a
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responsibility to help defi ne what the educationa
needs are going to be.

I think institutions like the
University of California, |ike Stanford, |ike other
acadenic nedical centers will, in fact, if they ask
and receive support for educational processes, wll
have to be responsive to the needs of the work force
in the long-term

So |l think it will be incunbent upon
the State of California to study and anal yze and
under stand what its educati onal needs are, what its
manpower needs will be for the future, and if it's
going to support education, to use that support to
hel p shape the nedi cal manpower supply for the next
generati on.

So I would hope that we woul d be able
to have a discussion on the support of education, if
it's going to be explicit, if it's going to cone
through Medicare, if it's going to cone through
Medi -Cal, it probably should come through all payers.
And | think that as part of that discussion | think
we al so can start fram ng a dial ogue on defining the
needs of California for nmedical manpower in the
future.

I think by becoming explicit in
funding, explicit in understanding needs it wll
becorme nuch easier to make the hard decisions that

need to be made in ternms of how many progranms shoul d
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be supported, what kind of progranms should be
supported and whet her those progranms shoul d be
encouraged to train their physicians.

The third issue that | think becones
very difficult and one | think that conmes to the crux
of many of the issues of nanaged care is how do we
ensure that we as a society will allow and encourage
acadenic health centers to continue to push the
envel ope of care. | think we're quite proud of the
sophi stication of our health system we're
di sappoi nted the sophistication isn't uniformin
terms of access, but we are proud of what we've been
able to acconplish in taking science and making it
medicine. | think all of us would be hesitant and
concerned if we, in fact, weren't able to nmaintain
that. If we couldn't |look at our country and
recogni ze that we are the leaders in the world of
i nnovation in health care, of new approaches to
di sease, of making lives for critically ill patients
better.

There has to be sonme way of supporting
that. 1It's one of the mgjor rubs between managed
care and acadenic health centers and expectations of
a variety of patients.

From ny point of view, it becones
i ncunbent to devel op some kind of systemthat is
going to allow us to be able to do high-Ievel

clinical research in an effective kind of namnner. |
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think that as we get -- as we get nore and nore
financially pressed, there is less and | ess
flexibility to be able to support innovation w thout
it being supported in a very explicit kind of way.

Many of the conflicts that we see on
whet her a patient should be allowed to have a
procedure, shouldn't be allowed to have a procedure,
where we get in major disputes really revol ve around
the issue of is it an approved nodality or isn't it
an approved nodality.

W may have to come up with explicit
ways of defining what is standard of care in conpl ex
patients or we may have to find ways of devel opi ng
approaches of evaluating new nethods of care in terns
of whether they're effective or not effective.

There are sone nodels out there that we
can look at. | think the federal governnment has
recently tried to broach sonme of these issues. One
of the nodels | think is particularly valuable is
very qui ckly a new technique for the treatnent of
chronic obstructive pul nonary di sease, it started
becom ng di ssem nated through the country as a
surgical technique called lung reduction. |It's very
expensive. H CFA realized that if it didn't evaluate
this technique, it would becone accepted prior to any
real information becom ng avail able that would, in
fact, in a scientific way define whether it was

val uabl e or not valuable. So H CFA took it upon
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itself to essentially say that we'll do a study.

H CFA woul d put together a consortium of centers of
excel l ence that would, in fact, evaluate |ung
reduction surgery, and if they could denonstrate it
could work, they would end up paying for it in a nmuch
broader way. |If they couldn't denopnstrate through
the study that it really worked or really had sone
benefit to patients, either longevity or quality of
life that was docunentable, that it would have the

| atitude of not paying for this type of intervention.

It's a very explicit approach to trying
to evaluate cutting-edge technol ogy rather than
totally stopping it or totally supporting it wthout
the appropriate data.

So I would hope to be able to have sone
approach that we could support that woul d encourage
all payers to deal in an organized fashion with
allowing us to continue to devel op cutting-edge
technol ogy, cutting-edge therapy, experinental care
intermnal or critical diseases in a way that can
eval uate those proposed new nodalities in terns of
ef fectiveness and appropri ateness and make sure that
we do not becone a stagnant health care system and we
mai ntai n the dynam smthat has made us the best
health care systemin the country -- in the world.

So frommy point of view, | think that
there are three issues that we need to deal with

in terms of the inpact of managed care on academ c
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heal th centers.

One, we've started to address in terns
of adverse selection of patients and health --
acadenic health centers taking on responsibility for
those conplex -- those conplicated patients.
appl aud this group for naking this step.

The other two issues of how are we
going to support nedical education, if in fact there
are going to be continued pressures on academic
health centers and they are going to have to be nuch
more explicit in their budgeting. | hope we would be
able to take on -- and if it is going to be done
through a payer system | think it has to be an al
payer system

And | think we need to have sone
di scussion of how we're going to be able to support
the continued evolution of nedical know edge.

MR, CHRISTIE: O what, please?

DR. KARPF: Medical know edge.

Rebecca.

CHAI RVAN ENTHOVEN: Thank you

M5. BOMNE: Qurs was a little different
in that we and Dr. Karpf obviously has great
experience since he runs one of the top-rated nmedica
centers in the United States, UCLA. | previously
wor ked in an academ c medi cal center, but we were
| argely using our own know edge but responding to

staff work. So ours was a little different, we were
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sort of a response group. And Amy Youngman who is
with us today, who works on Dr. Enthoven's staff, has
drafted a nunber of proposals for Dr. Karpf and | to
| ook at and to reflect on. So l'm-- we're not at

all in disagreenent, but | think maybe I'Il bring
some of it down to a little bit nore practical |evel

And | ooking at the three components of
education, research and patient care, | think it's
cl ear that nanaged care is pushing for acadenmic
medi cal centers to become nore conpetitive and nore
responsive. And yet | think in the remarks that
Dr. Karpf has shared with us, and certainly in that
of the testinony that we heard fromthe five -- well,
actually the university systemand then the five
deans or quasi deans, for lack of other term nol ogy,
that spoke with us about the concerns of the nedica
centers.

And the first area | would like to
address woul d be the educati on and how many and what
kind of physician training is going on in academc
medi cal centers. And | think that there's, generally
speaking, a feeling that the academ ¢ nedical centers
had at one point responded to the |egislature that
they would start restricting and sl owi ng down the
growt h of the nunber of physicians both in nedica
school and in residency training. And we've not
actual ly seen that happen.

| suspect now that Medicare
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rei mbursement has explicitly in recent |egislation
formed a transition period to hold steady and reduce
the nunber of nedical school graduates and nunber of
residencies. W may see some changes.

I think it would be inportant for the
state to explicitly provide sonme transitional tinme
and sone transitional incentives. Specifically,
perhaps there could be training at the residency
I evel in managed care and anbul atory setting and
particularly in under-served areas and under-served
popul ati ons.

Wt hout incentives, this isn't going to
happen. | think that the governnment itself, the
State of California, as well as through Cal PERS, can
use their | everage on purchasing power to negotiate
with the academi c centers to use their centers of
excel | ence where they need to have support for the

tertiary and quaternary care, that that would be very

i nportant.

By the way, still addressing the
education issue and the cost of education. | think
it's inmportant, but not for -- for this group to

recogni ze that it is up to the acadenic nedica
centers to look within thenselves to exam ne the size
of their training prograns, meaning the faculty,
their patient base, the nunber of residents that need
to be trained, and it's a pretty sophisticated

conplication, but perhaps a suggestion fromus to
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| ook at that nore closely with an eye to becom ng
nmore conpetitive and reducing their costs.

I was pleased with the testinmony that
we had from both Drew and USC about their strategic
partners and alliances with conmmunity and anbul atory
care centers. And | think that those kinds of
alliances need to be enphasi zed, and again
i ncentivised. Because what happens is in the
trai nees when they get out in the managed care
setting, in view of sonme of the managed care
entities, they do not feel that they are prepared to
do the primary care and anbul atory care that needs to
be taken into account.

| don't know that Dr. Karpf got to this
explicitly, but in the whole notion of the research
we had tal ked about that on the basic sciences kinds
of research, that is sonething that is not going to
be paid for out of managed-care revenues. |It's just
sonmething that's going to conme from nationa
institutes of health funding, perhaps, you know,
vari ous di sease grants, that type of thing. And
fortunately in California we get a significant anount
of those research doll ars.

But when it starts to nake the
transition fromwhat we call the bench to the
clinical setting that we should be | ooking for sone
ways that we could find in an innovative way that

those costs coul d be shared because society as a

278
BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

whol e benefits fromthose. And we're not sure if
that means, you know, all payers pay a certain
percentage or there are specific governnment funds
that are earmarked, but in that transition fromthe
true bench research into the practical research that
needs to be recogni zed that the academ c nedica
center is where that's nostly to take place, and it's
to be a specific society cost.

And | want to echo Dr. Karpf's words
when it conmes to special kinds of experinental
treatment, this is a problemwhere who gets the care
and how is it funded becones extrenely difficult.

And many of these cases take place in the acadenic
medi cal setting because they're on the cutting edge
of knowing howto do it, if not when and where to do
it, what types of patients would have the opportunity
to greater success.

And we have to bal ance off here what
we're perceiving as the need to be exploratory and
yet you cannot answer the need of every patient who
feels that they personally or their famly nenber
personal |y woul d benefit from an experinent al
treatment because in effect it breaks the bank and
there just isn't enough nmoney to go around.

So the exanple he was giving with the
lung resection and setting aside a specific amunt of
nmoney and earmarking so that clinical criteria can be

set up in an acadenic nmedical center as to who m ght
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best benefit fromthis type of care and woul d perhaps
be hel pful.

W had, as a say, about a 45-page paper
that we just sort of barely summarized for you, and
know that it's very difficult to react when you don't
have anything in paper, so we probably need to get
you a short version in paper of four pages.

CHAI RVAN ENTHOVEN:  Ckay.

Thank you very nuch both M chael and
Rebecca.

Open up to the Task Force for questions
and di scussi ons.

Yes.

DR. RODRI GUEZ- TRIAS: Just a question
Is there anything in the pipeline on incentivising
this redistribution -- better distribution of doctors
in California?

DR. KARPF: University of California
has an agreement with the state through the Ei senberg
Menor andum of Understanding to change its nmix of
trainees so that its mx, | think by the year 2001 or
whatever, it is 50/50 primary care subspecialty care.

And there are benchmarks for every
year. To date, University of California has net
those benchmarks and has started reengineering its
training progranms to try to enphasize prinmary care
and to deenphasi ze subspecialty care.

At UCLA in internal nedicine we've
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essentially cormitted to either primary care interna
medi ci ne or academi c training so that we do not train
cardi ol ogi sts for practice, gastroenterologist for
practice we train primary care internists or we train
i ndi vi dual s who beconme fundanentally clinicians,
researchers, individuals who are willing to spend two
or three nore years, oftentinmes getting a Ph.D. in
addition to their MD. So | think there has been
some progress at the U C level.

MS. BOWNE: | would like to say that if
there has been progress, it hasn't been as well
docunented as it needs to be, and | woul d suggest
that I think we need to push for that, not only
docunentation, but for the plan of orientation to see
that it's foll owed through.

DR. RODRI GUEZ- TRIAS: The other issue
is, you know, not just the training but where they
end up after they're trained and where is that step
that say the national health service corps and ot her
i ncentive prograns provided prior to this.

DR. KARPF: Maldistribution in
California is still a major problemso that we have
| arge excesses of primry-care physicians and
subspecialists in certain areas and very substanti al
shortages of primary-care physicians. But there are
no mechani sns that |'maware of that will address
that at this point in tinme, and that nay be a

fundanmental issue that we may want to coment on.
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MS. BOWNE: And one way to do that
woul d be, for instance, through our Medi-Ca
contracting in under-served areas to recogni ze that
sonetimes you need to pay a differential in an
intercity or in arural area in order to incentivise
provi ders and health plans through the managed care
systemto be willing to practice and, you know, serve
those particul ar popul ati ons.

DR. RODRI GUEZ- TRIAS: And to provide
the training opportunities, you know, good training
opportunities and experiences for fol ks because
that's how they becone famliar with the system and
willing to work them

CHAI RVAN ENTHOVEN:  Tony Rodgers.

MR, RODGERS: Yeah. Thank you. Having
run an acadeni ¢ nmedical center in ny life, | can
appreciate the chall enges that nanaged care creates
for the acadenic nedical center staff as well as
admi ni stration.

One of the realities that we cane up
with is the fact that the only way to reduce variable
cost in the academ c nedical center environnent is to
integrate progranms. And we found that a couple of
thi ngs happened. It actually inproves a residency
programto have an integrated between say UCLA and
USC, it reduces the overhead because you' re not
duplicating expensive faculty, you nake better use of

your fixed capital which is conference roons, et
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cetera, this kind of thing.

However, the biggest problem and
call it the university ego issue, is the willingness
on the part of those directors to say ny interna
medi cine program | will integrate with the UCLA or et
cetera to reduce ny costs so that | could becone
conpetitive, inprove ny residency program at the sane
time and allow for a center of excellence to grow
within that residency program so that you're not
conpeting agai nst yourself, a UCLA with an open heart
surgery program a USC with an open heart surgery
program et cetera, the county with and open heart
surgery program You begin to integrate, and then
you can have the best of all possible worlds.

The question | have for the acadenic
medi cal centers: Wat nmechani smare you going to put
in place to deal with the hard i ssue because it is a
hard one to deal when you're tal king about whose
program survives to create the integrated delivery
systemthat you need in order to be successful in
managed care wi thout pushing all the costs under
managed care

And then nunmber two, the other part of
the problemis getting patients to go to the acadenmnic
medi cal center. And when there's three or four of
them conpeti ng agai nst each other, plus you generate
your conpetition by creating the specialists to go

out in the conmunity and offer the nanaged care
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organi zation's | ower-cost prograns because they can
conpet e agai nst your fixed cost and say we can reduce
the cost.

So it's very conplicated. But what's
the mechani smthat you think you're going to use to
come to the conclusion for what's best for each
region of California? Because it's going to be a
different solution in each region as well.

DR. KARPF: | think in ternms of
participating in or devel oping integrated delivery
networks, that's a marketpl ace phenonmena. So | think
that as you take a | ook at them as every acadenmic
health center in California are working very hard to
protect their econom c base through devel opi ng
rel ationships either building primry-care networks
of their own, l|leasing primary-care networks,
consolidating with other hospitals, nmerging with
ot her hospitals, there are a variety of different
arrangenents that different institutions are going
to. That in and of itself speak to the issue of
training progranms at this point intinme. So let's
really focus nore to access to patients for research
and service needs.

There are many -- there are nore
training positions in the State of California than
California probably needs. So |I think that at sone
point in time the way one starts devel oping a

mechani sm for calling out prograns is you do it
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through financial incentives. |If, in fact, there is
a support mechani sm for graduate nedi cal education
that is explicit if thereis -- will be a nationa
trust fund -- and | suspect because Medi-Cal has
recogni zed sonme responsibility of nedical education,
there will be sonme conponent for Medi-Cal -- if there
is essentially a trust fund, a coordinated trust fund
for nmedical education, the people who run that trust
fund will have to make very explicit decisions on how
many trai nees they need, what kind of trainees they
need, and develop criteria on which prograns survive
and which progranms don't survive, and have those
really based on shaping the work force and quality

i nplications.

MR. RODCERS: You don't feel we can do
that in California by creating our own review of that
and enforcing the issue?

DR. KARPF: Yeah, | think we can do
that because | think we should be able to bring
together a variety of support mechanisnms for nedica
education that will always be | ess than everyone
wanted, and since it will be | ess than everyone
want ed, there's going to be sonme prioritization that
has to occur. And | think it's probably time for
devel oping that prioritization based on shaping the
work force for the state, based on quality
par anet ers.

Now, when we shape the work force, |
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will be the first one to agree that we need to nake
sure that we have enough appropriately trained
primary-care providers, but that's not the only thing
we need to train. W certainly need to train the
next generation of neurosurgeons and the next
generation of medical oncol ogists who are going to
push the envel ope there. |If we end up responding to
the nedia pressure, not taking the long view, we may
in fact short ourselves by nedical researchers.

So | think one has to be -- if one's
explicit in understandi ng what you need, one can be
nmore explicit about developing criteria. And I think
there are prograns that are in existence that

probably shoul dn't be in existence.

MR, RODCGERS: | guess just to finalize
this, will you come forward with a reconmendati on
that says within two years, let's say, you will have

addressed this problem and addressed the | egislation
with a conprehensive solution. That's the kind of
recommendation | think should cone out of here.

| don't think we have the answers
because it's too conplicated and the county's
involved in their training progranms and the private
universities, but if there was a group that could
focus on this and then give a report in two years and
say this is how we should do this, that's what |
woul d |like to see.

DR. KARPF: That | think is a very good
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suggestion. W will draft a suggestion that wll
speak to the issue of trying to size out and
proportion the work force in an appropriate way and
speak to how to try to support that educationa

pr ocess.

MS. BOMNE: | was taking your
suggestion as broader than just the education and
al so addressing sonme of the prograns.

MR. RODCERS: That's correct.

DR RODRI GUEZ- TRI AS:  Yes.

M5. BOANE: | was -- | don't think it's
just on the educational issue.

DR. KARPF: Okay.

MS. BOANE: And the other thing that
Dr. Karpf and | discussed that we didn't bring out
explicitly, but the acadenic nedical centers have
been forced by managed care to very, very nuch reduce
their cost, reduce their staff and start shifting
their enmphasis. And | think you' re seeing a nunber
of discussions of consolidation anbng and between the
various acadeni ¢ nedical centers because of that. So
we do have to give academ c nedical centers credit
for that.

DR. KARPF: It would be wwong to
bel i eve that academ c nedical centers have not
responded to the pressure. At UCLA if one |ooks at
the cost per day, cost per CM adjusted case, our

cost today are less in dollars than they were at the
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end of fiscal year 1993 which nmeans we've been able
to absorb nedical inflation for a nunber of years.

Had we not done that, we woul d have
been totally nonconpetitive, we would have been down
there with the dinosaurs soneplace. So | think we
have responded. But in ternms of responding to
commi ngling the budget, one takes a | ook at UCLA
which is a nmedical school of national proninence,
it's the school that has sixth in the country in NIH
funding, so it has -- brings in $180 mllion in the
state in research funding, has very pronm nent
training progranms. Fromthe clinical enterprise we
nove sonepl ace upwards of $55 million to support
educational and research endeavors. Wen you take
those dollars out and then you cost account our
costs, they're really sort of at the nedian |evel.

So academ c health centers have
responded. But the burden of hel ping support the
infrastructure and the needs of education and
research, primarily clinical, research is quite
substanti al .

CHAI RVAN ENTHOVEN: See have Al pert and
then Hartshorn

DR. ALPERT: | asked this question when
we had the presentation by the five representatives
of the universities, and I was surprised at the
answer | got.

At UCSF, two pediatric surgeons who did
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all the neurosurgery, the surgeon that did virtually
all, nost of the breast surgery, general surgeon,

I eft the university environment. Very very prom nent
internist left and these are all people I know and
they said sinply the constraints of the practice
environnent within the university was such that they
basically just burned out and left.

Now, in trying to separate what the
reasons or trying to separate the issues of managed
care induced the paranoia about what happened to
University of Pennsylvania with regard to Medicare
and everyone went around to universities being
careful where dictating and sonme accunul ati on of
insults that | saw at UCSF peopl e

I"mjust curious, have you seen that
kind of noral e decrease anong the faculty of UCLA?

DR. KARPF: No. | think we have seen
nmore noral decay in the conmmunity than we have at
UCLA. The level of organization and the
conpetitiveness of the institution I think has given
sonme fol ks the sense that we're at |east noving,
whereas if your individual practice in Los Angel es
which is an absol utely breathtakingly fast-changi ng
mar ket pl ace, | wake up every day wonderi ng what new
has happened. As an individual practitioner it has
become nmuch nore difficult than being part of an
organi zed system And in fact, we've seen a push for

comunity physicians to join us.

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900

289



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

CHAl RMAN ENTHOVEN:  Terry.

MR. HARTSHORN: Yeah. You nenti oned,
Dr. Karpf, that you would hope that nmanaged care
woul d hel p pay for education. W have to figure out
a way to do it, | agree with that. Wuld you have
some specific recommendation in your final report?

DR. KARPF: Well, we'll see if Rebecca
and | can conme to consensus. My own sense is that an
all payer systemis probably going to be appropriate
since Medicare has been a mmjor stalworth of paynent
for education and there will be decreasing dollars.

Medi - Cal has stepped up to the plate
this year and | believe is trying to figure out how
to deal with the issues of nmedical education. So it
| eaves the private sector out there. And so either
revanp education conpletely, say it's a public good
and gets paid out of tax dollars or you say a couple
of pennies or penny or two fromevery dollar or half
a penny goes to nedical education and you recogni ze
that it's a capital investnent because | think that
revampi ng, revitalizing and restructuring the work
force is a capital investnment for the nedica
i ndustry.

MR. HARTSHORN: Yeah, well, | would
agree, but it has to be done to the market denands.
I think as it noves to the private sector, the
private sector will say, "Don't keep producing."

DR. KARPF: That is exactly right. He
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who pays the piper, calls the tune. And so | think
if it moves to an explicit budget and a trust fund,

that trust fund should, in fact, have responsibility
for noderning and nodi fying the end product.

MR. HARTSHORN: Just one additiona
point with the hearings we've had on revising
Medi care, HMO paynments and that, | think other HVOs
didit, PacifiCare | ooked at five states:

Washi ngton, Oregon, California, Utah and Texas and
tried to take out, they m ght not have cl eansed the
data conpletely, but take out the superspecialty, you
know, the transplants, things you didn't see in the
comunity hospital. So we cut down to say the nore
bread and butter, but it's still provided in a nore
academ c institution, and our costs were between 17
and 20 percent higher than acadeni c mnmedi cal centers.

So, of course, our argument to congress
when we turned in the papers was, "Well, we're
al ready paying for nedical education, don't cut the
Medi care paynents anynore."

So | think that's some of the issues we
will have to struggle with. |I'mnot saying that data
is totally accurate to the point.

DR. KARPF: That's right. |If you take
a l ook at any acadenic nedical centers, there are few
that live strictly on quaternary care. |If we were a
quat ernary care hospital at UCLA, we woul d have 100

beds. W happen to be a 500-bed hospital. So we do
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a lot of tertiary care and a lot of things that could
be found at 30 or 40 other hospitals in the
comunity.

What has happened to us is as we have
grown our managed care business, in over a three- or
four-year period of tine the contract business at
UCLA Medi cal Center has gone from 30 sonme percent to
52 percent of our business, so the contract business
has grown dramatically. The level of reinbursenent
has gone down dramatically. Were we used to net out
63 percent, we net out 49 percent. Wen you take
those two together, the ampunt of reinbursenent that
we get for the same book of business for nanaged care
based on our activity now conpared to '93, $60
mllion |ess.

So we've taken a big hit. That mekes
it that much | ess possible for us to subsidize
education or clinical research.

If we cost count ourselves taking out
what we do to support clinical informtion and
research, then our cost structure is nmuch different.
The argunent that I"'mmaking is if we're going to
have those econom ¢ pressures put upon us, and we
shoul d, we have to be responsive to the marketpl ace,
we cannot be insulated fromthe marketplace, then we
have to become nmuch nore explicit on how we fund
those activities. How do we fund the education

pi ece, how do we fund the piece for making sure we're
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i nnovative in health care.

CHAI RVAN ENTHOVEN:. M chael, roughly
what -- can you give us a dollar figure as to what
you have in mnd as to the nmini num essential anounts
to -- is that asking for a wish list? But what woul d
you really need in order to solve this problen? 1Is
this like $60 nmillion a year per nedical center?

DR. KARPF: Can't tell you now. That's
sonmething that staff could very easily do by taking a
| ook. There are ways of getting that nunber, but
it's not a nunber that |'ve ever cal cul ated.

DR. ROVERO. Can | try it a different
way. Per doctor, per nedical student, | nmean how
much subsi diary woul d be necessary?

DR. KARPF: It's -- | wouldn't
calculate -- | would rather sit down and think about
it a bit because it's not on a nedical student basis.
Medi cal education you' ve got two conmponents, you've
got nedi cal students and you've got residency
trai ning, and both of those cost sonmething. And so
think that one would have to devel op a net hodol ogy.

I don't think it would be -- methodol ogy woul d not be
as conplex as risk adjustnent, | don't think

CHAl RVAN ENTHOVEN:  Heaven for bi d.

DR. KARPF: On, | think it's doable and
I think that one could take a | ook and see what is
coming fromthe feds, what's coning fromthe state

and where the shortfall m ght be.
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And | personally think that one way one
shapes behavior is by incentivising. So whatever
dollar is out there is probably going to be | ess than
the aggregate than we spend right now, just a little
bit less to nove the system

CHAI RMAN ENTHOVEN:  |'mjust trying
to -- thinking, for exanple, the State of California
as an enployer has saved a | ot of npney through
managed care by leveling off the grow h.

DR. KARPF: That is correct.

CHAI RVAN ENTHOVEN:  And so if we could
kind of conmpare that to the public sector in
California in general and say, now, how do those
savi ngs conpare with what the needs of academ a woul d
be to make that up? Wuld there maybe be sone way of
recycling some of those savings back?

DR. KARPF: Well, University of
California has functioned as a prudent buyer as it
should, and it's done that at the expense of sone of
its medical students. There are only two of the five
U.C. schools that provide | arge chunks of service to
their local faculty and their student bodies, UCLA
happens to be one. W took an absol ute bl ood bath on
the U C. contracts. So you know, they didn't
understand. It's a two-edged sword. They did what
they thought was right for them And it was, but it
had consequences on us.

CHAI RVMAN ENTHOVEN:  Ri ght.
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Bar bar a Decker

MS. DECKER: You mentioned one of the
acadeni c nedical centers roles is to provide the
service through both the safety net and the high-end
tertiary care. And | wondering, | didn't hear you
mention, and | mssed the presentation of the five
acadeni c nedical centers, do you see there being an
i ssue right nowwith the local facilities taking on
nmore of those cases because of the pressures of
managed care and the referrals are not comng to the
academ ¢ nedi cal centers that should have if we have
a push in the marketplace that says |I'mgoing to keep
this case locally because of the way perhaps the
econoni cs are functioning, you don't get the
referrals to that academi c nedical center that are
appropriate, that need the interdisciplinary-type
patient care.

DR. KARPF: | think absolutely.
think the nore enlightened plans recognize the
ability of doing it right the first tinme. So we may
be seeing some shift back. But if you take a | ook at
pedi atrics, pediatric progranms have been threatened
because nore and nore | ocal hospitals will pick up
chunks of pediatrics that they shouldn't be picking
up.

It's conpetition not only anpong
hospi tal providers but anmong physician providers.

In Los Angeles, there's a real issue
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that adult internists are taking care of pediatric
subspecialty cases because they're being pressured so
much in ternms of volune and they need to keep their
vol umes up.

MS. DECKER: So are you anticipating
i ncl udi ng any reconmmendati ons about that or do you
think that's something that the market has to
addr ess?

DR. KARPF: | think the market has to
address that.

MS. DECKER: As a plan sponsor |'ve
been a big advocate for the concept of getting care
at the right place, that nakes sense. But | haven't
ever found a way, an effective way, | guess, to put
it in a contract that you will ensure that the |eve
of care is appropriate for each case and hold the
pl ans accountable for that. | guess |I'd be
interested if there would be other ways of doing that
to ensure it takes place.

DR. KARPF: | think the issue of
centers of excellence is one that is i merging nore
and nore. W take a |ook at California, being
relatively newto California, I was an absolutely
astounded to find 40 open-heart prograns and to find
a large nunber of progranms are doing 100 cases when
the literature says we really have a technically
suburb program you have to have at |east 200 cases to

have the right kind of personnel to run a good punp
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team to run a good ICU  And so | think the issues

of centers of excellence may, in fact, be a mechani sm

to doing that.

CHAI RVAN ENTHOVEN:  Next, Mark Hi epler.

MR. H EPLER: 1'Il1 defer

CHAI RVAN ENTHOVEN:  You' Il defer

Tony.

MR, RODGERS: | just have one quick
comment. When we're | ooking at the mechani sm for
subsi di zi ng education research and care of the
acadeni c nedical centers, it's real inportant that we
| ook at the market drivers. |[|f you give subsidies,
you're going to have a different attitude than if you
meke an adjustment to capitation where the nenber is
in essence still having the ability to vote by their
feet, so to speak.

| really caution us in just saying well
we need a $60 nillion subsidy, et cetera, is we | ook
at what we want the acadenic centers to do because we
do want themto be part of an integrated system of a
whol e and we want to see the devel opnent of centers
of excellence. W can do that with the narket
drivers that will actually nmake the system work
better and have a stronger acadenic training program
as wel | .

DR. KARPF: | agree with that fully.
hear that a I ot when | go to Washington. People kind

of wring their hands saying you' re just not feeding
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me. That's just not the right approach. Medica
centers cannot be inmune fromthe pressures of the
mar ket pl ace

In my own institution, UCLA, some of
our very best services that have eval uated how t hey
take care of patients are the benchmark services in
the country for the quality. They al so happen to be
t he benchmark services for cost. So | think that's a
critical approach in acadenic medical centers. And
we' re supposed to be data driven individuals can, in
fact, affect that.

CHAl RVAN ENTHOVEN:  Okay.

Hattie, did you have a question? Ch,
Phi | has.

DR. ROVERO. It's just a mnor point,
M chael .

The busi ness schools often raise a | ot
of noney through executive educati on.

Do nedical -- do acadenic nedica
centers raise significant funds or play a significant
role in medical professional continuing nedica
requi renents and coul d they expand in that nore?

DR. KARPF: CMA has sort of been a
fringe player. What it's done is the way sone
departnents pick up sonme nonies for -- small anmounts
of noney for discretionary kinds of use.

You know, | think that staff suggested

that maybe academ c health centers could support
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t henmsel ves by retraining physicians to nmake that a
costly -- a new source of revenue. Well, to be
honest with you, the subspecialist out there who is
hurting isn't looking to be retrained. He's |ooking
to dig a hole around hinself and insul ate hinself
from change for sonme period of tine. So | personally
don't see that as a source of significant incone.

DR. ROVERO. Ckay. Thank you.

CHAI RVAN ENTHOVEN: Thank you all very
much. | think that will wap it up. | especially
thank our presenters Rebecca and M chael on acadenic
heal th centers.

Now, we have -- oh, one thing |I've just
been informed that our prem uns equal ed our outlays
on the lunch. Thank you very nuch.

Al right. W have now two presenters
fromthe public who want to tal k about the academc
medi cal center expert research, but then we have two
others. | think we'll do the academ c nedica
centers then | want to tal k about the Task Force just
where we are with respect to our work and what we'l
do next.

So is Nell Whodward of the California
Di etetic Association still here?

MS. WOODWARD: Yes. But sequencing the
ot her lady should go first.

CHAI RVAN ENTHOVEN:  Onh, all right.

Ter esa Bush.
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Thank you very nuch for appearing. 1'd

be grateful if you could nmake your remarks very

conci se

MS. BUSH: Good afternoon, al npbst
evening. M nane is Teresa Bush-Zurn. 1|'ma
registered dietitian. |'mrepresenting the

California Dietetic Association, and |'ma Vice
Presi dent of our education council

| cane here today because, first of
all, acadenic nedical health centers work force we
felt that registered dietitians are nenbers of that
work force and we educate them so we felt that this
is where we should conme and testify. However, that
has not been nentioned. But | brought you
i nformati on, anyway, which | would like to share with
you and maybe it would go under the -- there's
anot her one -- there's a health care, professiona
health care, so I'mnot sure which one, but
definitely there are nmany nenbers in the health care
wor k force.

This piece here that | passed out, the
brochure, describes what a registered dietitian is
and how we are trained and that -- and we work in
health care, nunerous areas in health care

And there's a Business and Prof essions
Code whi ch specifies what our education and training
is. And just to nmention that the dieticians have

bachel ors degrees in nutrition, they have 900 hours
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of supervised practice is required, and they work in
accredited institutions, they work in institutions,
the training is in other hospital settings, not only
academ c, the definition of academ c nedi cal centers
that was just nentioned a few m nutes ago.

I wanted to share the inpact of managed
care and dietetic education prograns and | passed out
a handout to you, "California Dietetic Associations”
is at the top of that.

And | surveyed the different prograns
in California that train dietitians and dietetic
technicians who work with dietitians. There are 29
supervi sed practice prograns in California. 79
percent responded with 20, which is 23, and basically
the findings to questions. And we asked if
supervi sed practice progranms have lost affiliations

which is training sites as a result of managed care

plans, and | received a 43 percent "yes" response to
that, and the comrents are listed there for you

Most overwhel mi ng responses related to
downsi zi ng and restructuring and preceptors feeling
they don't have tine to educate.

The other things that are listed there,
and | do wish you would refer to them W also --
one programwas just recently closed this year, one
i nternshi p program

Second question: Has the nunber of

students you accept into your dietetics program
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changed as a result of nmnaged care plans? And 83
percent of the progranms have kept their enrollnents
stabl e; however, not without a struggle. So they're
struggling very nmuch with that.

And | also want to --

CHAI RVAN ENTHOVEN:  Coul d you pl ease
sunmari ze NoOw.

MS. BUSH: Okay.

My recommendation is that also you can
save noney. It doesn't cost to train dietitians. |
actually -- you can see it's equal to two FDEs on the
return of the investnment that we receive. And |
think to enable California' s dietetics education
programs to nmeet the grow ng demands of dietitians
and technicians, nanaged care organi zations mnmuch
encour age the mai ntenance and expansi on of supervised
practice settings for dietetic internship and our
educati onal process.

CHAI RVAN ENTHOVEN:  Thank you very

much.

MS. BUSH.  Uh- huh.

CHAI RVAN ENTHOVEN:  Next, Nel
Whodwar d.

M5. BOAWNE: Just for comment on that,
Alain, | think that managed care settings generally

want to provide practice settings, you know, for
trai ning of various kinds of professionals. And

certainly one of the conments that Terry Hartshorn
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was saying howis this going to be funded. |[If this
is going to be funded through an effected task on al
the insurers and managed care plans, | think they'l
have even nore to say about that.

CHAI RVAN ENTHOVEN: Right. Those who
are paying the piper will want to call nore than the
tune. Okay.

Ms. Wbodward, | apol ogi ze for being so

brutal, but we really do need to ask each person --

we will read the materials, by the way. | prom se
will study themon the plane on the way hone.
MS. WOODWARD: | don't know how you get

them the sanme material, anyway.

CHAI RVAN ENTHOVEN:  We'll mail it.

M5. WOODWARD: |'m Nell Wodward. [|I'm
a registered dietitian, and I'm here as a
representative of the association. Currently | serve
as a delegate to the National -- the American
Dietetic Association. |I'ma retired |long-term
comunity college educator. So ny life history has
been an intertwining of dietetics and educati on.

| just wanted to say that the nunber of
opportunities for dietetic students to gain
supervi sed practice positions is, therefore, of great
concern to us as an association. So | thought the
succinct way of showing this to you is through sone
data. If you look at the front page with the

enrollnments, you'll see we first have a prelimnary
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dietetic program the second space is the supervised
practice, and over on the right side across from

i nternshi ps you see that we have potential graduates
each year of 157 to 170 and under coordi nated
under gr aduat e progranms, 28 to 48, taking a m dpoint
we have roughly 200 dietetic entry-Ievel
practitioners every year.

MS. BOMNE: Excuse ne, is this for
California or national

MS. WODODWARD: This is California,
yeah. Up at the top | say for "Practitioners in
California."

W al so have sone advanced degree
programnms whi ch, although they are not designed to be
entry-level, practitioners do output about 10 per
year, so our output in dietetics is about 210
students.

W al so have the two-year associate
degree graduate technician and in that program we
have about 108 graduates.

Turning the page, we ask the question:
Well, how many do we need? Because it's
irresponsible to train nore people, | believe
personal |y, than what we need. So one of the mgjor
sources --

CHAI RVAN ENTHOVEN. W agree with that.

M5, WOODWARD:  Thank you

-- istolook to the California
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Enpl oynent Devel opnent Departnment, and | have done
sonme research studies with them So this data is
readily available to ne.

Using the OES code for dietitian and
nutritionist, and Terry didn't nmention that in
California although dietitian has a decidedly |ega
termor connotation, nutritionist is very open ended
fromzero to Ph.D. So that's a tough term

But taking their projected figures of
absol ute change on the top line there of 1250 and
dividing it by the 15 years interim and then doing
the same for separation and openi ngs, you see bottom
line is that we need -- well, we need about 179
according to that data.

I have for you there the results of a
study | did in Orange County conparing known dietetic
prof essional s, qualified, educated and enpl oyed, and
I found out that they work under different job
titles, in different job settings and are often
sel f-enpl oyed. So EDD does not capture them And
| ooki ng at the nunbers in the study that is avail able
should you wish it, we can at |east increase EDD data
requi renents, demand requirenments, by 50 percent;
hence, the nunber that is needed annually is -- |
can't find it right there, 268.

In contrast, technicians are over
accounted for EDD and we don't have that many

enpl oyed. But there again, that's not a legal title
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and a |l ot of people serve in that role.

So ny recommendati on that managed care
organi zati ons nust maintain and expand supervi sed
practice studies of dietitians and technicians so
that we could get the right nunber and that we not
only nmaintain but neet the projected denmands for
California. Thank you.

CHAI RVAN ENTHOVEN:  Thank you very
much. Thank you.

MR, LEE: Just -- not a question, just
a general comment. | appreciate you coning to
testify.

One that cane up in the context of the
physi ci an-patient relationship is that we need to
meke sure we don't lose all the "X' patient
rel ati onship players. And one you testified about,

t he changi ng conposition of nursing care and our
hospi tal s having nursing ai des instead of registered

nurses and what are the inplications of that. And

it's -- 1 amnot sure exactly which ERG sone of these
things fit in, like this reconmendation which | wll
certainly think about as a Task Force, well, we've

got good headi ngs, sone things are not going to fall
and the nursing-patient relationship's another one,
that we coul d have an ERG cal l ed "nursing-patient
relationship,” but that's a rem nder for us to, as we
| ook over our notes, et cetera, to nmake sure we don't

| ose this.
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MS. O SULLIVAN: This norning the
gentleman testified on nental -- the inparity on
mental health. And | don't think that's conme up
anywhere. | think we need to talk -- think about how
to address that whol e range of things that we're not
going to address, probably, especially since we have
had all this hoopla that the governor's waiting for
all this.

MR, LEE: Just a reninder
A, with the next neeting on the 28th, we should have
a block of tine to try to capture those. So between
now and the next neeting us Task Force nenbers shoul d
see what some of those issues are. Isn't that
correct, A ?

CHAI RVAN ENTHOVEN:  Yes. That's
correct. | wll say, though, that people who propose
we undertake nore topics will have to be ready to do
a lot of the research, find the sources and so forth,
because the fallout fromthese neetings is going to
be an enormous strain for my group. We're already --

MS. O SULLIVAN: M proposal is that we
don't address all the questions, but that we keep in
mnd as we're fram ng the report that we're not
addressing themall so that it's not saying we did
not address it, we didn't think it was inportant.

CHAI RVAN ENTHOVEN: | think the
question with nental health parity, for exanple, is a

di scussabl e topic, but I would question whether that

307
BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

is specifically a managed care i ssue as opposed to an
all health insurance issue. Now, you know, some
peopl e say, well, at the second order nmanaged care

m ght help or hurt, managed care might nmake it nore
af f ordabl e, for exanple.

M5. O SULLIVAN: What are the numbers?
Li ke 95 percent of the people in California are in
managed care. It sort of beconmes a nmanaged care
issue. I'mfine if we don't do it.

CHAI RVAN ENTHOVEN: Now we have Maryann
Schul tz, Anerican Nurses Association of California

DR. SCHULTZ: M nane is Dr. Maryann
Schultz, and | represent the Anerican Nurses
Associ ation of California.

VWil e remaining sensitive to the
econonics of and the utilization of physician
preparation, there are other health-care providers
who are essential for the system One group as
nursi ng and managed care is associated with a sl ower
enpl oynent for hospital nursing and subsequent shift
of their enploynent to other non-hospital settings.

And because we believe that nursing
care is an essential part of both the sick care and
the health care system we respectfully suggest these
two things: Advanced practices nurses maintain or
i nprove sel ected patient outcones. And there
exi sts a real good database in the State of

California that speaks to supply and demand i ssues in

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900

308



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

nursing in another state |line Task Force.

So we woul d request that you work with
the American Nurses Association of California or
think there woul d be ready and abl e vol unteers as you
suggest to help with the fallout that woul d occur
after each and every large neeting such as this to
i ncl ude not just physician preparation but the
preparati on of other care providers including nursing
and ot her service providers in your bigger picture

whi ch woul d be in keeping with the Health Professions

Educati on broader statenent in your task, | think
it's No. 5, and | think that's all | have to say.
| personally would be willing to

vol unteer for the organi zati on on behal f of the
organi zati on because | know you can't just dictate
that people take on nore. And | thank you very much
W will forward our remarks next week.

CHAI RVAN ENTHOVEN:  Thank you very
much.

MS. BOANE: Were you speaking to -- it
sounded like the issues that you were bringing up to
us which we have had testinony from nurses before too
was really speaking to the slower enploynent in
hospitals and the substitution for other care givers,
if you will, rather than registered nurses.

Did you have any coments on training
of nurses and the training prograns for nurses as

they relate to managed care?
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DR. SCHULTZ: Yes. Those were
background remarks that just indicated nmanaged care
in the nation as a whole. And in California when
managed care enters the marketplace in health care we
see a slower enploynent growth rate in hospitals that
shifts to the non-hospital setting.

Wth stair stoppers available to train
and retrain existing nursing or physician groups I
think it's critical that nursing and physicians and
the other groups dietary and so on, rather than in a
conpl etely adversarial sense conplete for stair
stoppers to retool that existing nursing work force
as opposed to train and retrain physicians and ot her
groups.

There m ght be a way for us to approach
the problem and I would | ove to see your group
i ncl ude sone of those ideas and sone of the data that
exists in California on the issue which I wll
forward

M5. BOANE: Because one of the issues
think that comes up is the pattern of care for the
future is much nore of team care which there would be
nutritionists, therapists, nurses, as well as
physicians. And | think the issue probably does need
to come into play a little bit are today's academic
medi cal centers aware of and geared up for the kind
of integrated team patient-oriented care that may be

needed in the future. So that's --
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DR, SCHULTZ: When | forward ny renarks
I"lI'l bear that in mind and address that issue.

CHAI RVAN ENTHOVEN: | appreci ate your
characterization as a slowing in the gromh rate of
nursi ng enpl oynment in hospitals because so often we
hear from provi ders tal ki ng about drastic cutbacks
and sl ashes and when we | ook at the data we find
there hasn't been a cut back, it's nerely slow ng of
the growmh rate.

California public policies recently put
out a report on nursing enploynment and hospitals and
found that it had grown rapidly up to about 1993 and
then became essentially flat. So it didn't -- it

hasn't been cut back anyway, it's just the growth has

st opped.

DR, SCHULTZ: Thank you for
acknowl edging that. In a dissertation | conpleted at
UCLA recently | like to nention the works of

Dr. Barenhouse and Dr. |anhoven. Wen | read those
things they teach me to use ny vocabul ary properly,
especially in --

MS. SKUBIK: This nmight be a good tine
to nmention that | the California Research Bureau
doi ng a mappi ng of nursing and physician supply
across the state, it should be available to you.

CHAI RVAN ENTHOVEN:. It's in the packets
today. Excellent.

Now |I'd like to nove -- before we hear
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the last two speakers | just would Iike to nove to a
bri ef discussion of what |'mthinking about anyway is
to where we go. W had on the schedule two ot her
papers for discussion, the balancing of private and
public sector roles and di scussion of the

st andardi zati on of benefits paper which will have to
be rolled forward to discussion at the next neeting,
and that's what | propose to do. It's just as wel
with the bal ancing of private-public sector roles
because | think perhaps I'd like to do a little nore
work on that.

Let nme just say about that that this is
an attenpt to pretty nuch, you know, avoid hot
buttons and to go down the m ddl e on describi ng what
is. And part of where the paper started was back in
June John Eichart asked me to present with Sara, a
health care conference on regul ation, and he said,
"We want you to come and nake your case for
premarkets.” | said, "Well, John, | can't honestly
do that, there are just a lot of things for which we
have to have rules.” | nean just for exanple on the
energency care and the reasonabl e person standard for
contracts to work, for market to work you have to
have a lot of things that some people call consuner
protections, other people call it accuracies,
specificities, you know, there's just a whole | ot of
stuff the government does in every industry that just

to support and rules of the gane to nmake it work.
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And that has to be the case in health care and in
space in fact, because we have all these things where
we aren't sure, adverse selection, conplexity of
contracts, et cetera, et cetera, et cetera

So we will try to wite a description
of , you know, where we think it has to be which is
meant to be pretty nuch a description of where we are
Now.

That the neeting of Leonard Shaper of
Bl ue Cross says, oh, God, this sounds |ike a conplete
governnent takeover. | said, no, | don't think it's
asking for nore regulation but it's explaining the
regul ati on that we have. You know, kind of a
| ogi cal, conceptual basis. So the paper isn't neant
to push things one way or another. | think that, you
know, the Task Force is working in the realistic
framewor k based on the maxi mumincrenmental limts is
one of the first |aws of denobcracy and where we
take where we are and then figure out what are sone

feasible steps forward fromthere.

So l'll doalittle nore work on the
paper. | apologize it went out in a hard degree form
and we'll send out a sonmewhat cl eaner version of

t hat .

The ot her one on the standardization of
benefits that might go the way of risk adjustnent.
I'"mconsciously optinmistic. As | think everybody is

aware, health insurance contracts are conplex. |
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mean, real expert experts, | nmean, on a scale of one
to 10 if you say the Knox-Keene Act is a 10 in
conplexity, health insurance contracts are at |east a
three or a four, very conpl ex.

And what maj or purchasers have done
i ke Cal PERS, for exanple, and PBGin Stanford is to
say a lot of variation in contracts fromone to
another is really hard readi ng conparison and they
have gone to standardi zation and said to all of their
HMOs anyway this is the contract we want to buy from
you.

And that has enornously sinplified
things. | push it through at Stanford as chairnan of
that to get this thing sinplified enough that even
the professors could understand it. So it's an
expl anati on of why standardization and then sone
cauti ous recommendati ons about how the state coul d,
and DOC could, help in the small-group market by
hel ping to devel op sone responsi ble, what we cal
reference contracts that would be out there that
parties could use without further approval. It
wouldn't limt their freedomif they wanted to have
some exotic contract, but at |east a small enpl oyer
could say to insurers | want your quote on standard
plan A, So | think that's what that ones about.

MS. BOMNE: Alain, are you willing to
entertain, and should we send directly to you, people

who pl an on di sagreei ng and have sone suggestions?
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CHAI RVAN ENTHOVEN:  Yeah. Provided you
won't get nme back. Well, the recomendations are
meant to be cautious, but | think it would be w se

for me if you would fax nme on Monday a record with

your notes on paper, | would be happy to consider
those very carefully. And we'll take it fromthere.
MS. BOMNE: | think I'lIl just get to

the issue that while standardization can hel p ease of
understanding it can also linmt, severely linit

i nnovation and flexibility, and that what happens
when you start into that is that you very very
quickly get into the whole issue, of you know, what's
m ni mum what's mandated. And then before very I ong,
particularly for small groups, you have a package
that while worthwhil e was so expensive that many
can't afford it.

CHAl RVAN ENTHOVEN:  This woul d can be
voluntary. Two, | would expect that the devel opnent
woul d produce a range from sonet hing absolutely bare
bones and mnimal if the enployer wants that to
somet hi ng nore conprehensive, but it would be
voluntary. But please send nme your comments.

Ckay. | think that that clears the
decks now to go to our |ast public conmentator and
then we'll be able to wap up pretty nuch on schedul e
and we' Il roll these papers or a slightly revised
version forward to the next neeting and what we're

going to have to do is constant kind of rolling
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revi sions of the schedule as we see where things are

or sone of the papers develop faster than others and

so forth

Bar bar a.

MS. DECKER: What's your expectation
now since we talked -- we did two background papers

and we did the one about risk adjustment, now do we
literally think we'll vote on those three at the next
nmeeti ng?

CHAI RVAN ENTHOVEN: 1" m hopi ng that on
the two background papers and risk adjustnment we will
send you a week before the neeting a version that has
been revised to take account of the discussion to the
best that we can do. And then that will be put forth
to the Task Force

And in the case of the background
papers, does the Task Force adopt this as its
response to the legislative mandate? And in the case
of the risk adjustnment, we'll vote reconmendati on by
recommendation. W'Il make them severable so you can
be in favor of one and against two and so forth.

Now, let nme say, you know, as | reflect
on the discussion of background papers this norning
and the demands of the schedule and so forth, there
are only so many hours in our 12-hour days. And so
sonme of the additional research that people wanted
may or may not be feasible, but we will give it our

best shot with the capabl e people that we have. And
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so we'll try to bring the papers back the next tinme

for those

Yes, Peter.

MR, LEE: | would appreciate it at the
next meeting -- given howlong it took us to go

through risk adjustnment, which in sonme ways was a
relatively easy one and it took, | think, about two
hours to go through, what would -- | would certainly
like what's the best or worst case in terns of how
many neetings mght we actually have or what are we
going to do because | don't feel confortable saying
we're going to say we're done with di scussion on that
and we're going to vote.

At the same tine, | want to see how bad
can it get. So | would appreciate at the next
meeting if we have two hours per ERG what does that
mean? And then we are all as Task Force nenbers
aware of what do we try to focus on and recogni ze the
cost we will incur if we go over two hours or the
state will in theory by not getting a thoughtfu
recommendat i ons.

CHAI RVMAN ENTHOVEN:  All right. W'l

try to do that. | think what |'m presently thinking
but, of course, 1'll confer with Phil, Alice and
Hattie, Sara, et al, is that it's alnpst a foregone

conclusion in our mnd that we're going to have both
of those two extra neetings, but I'mnot even going

to say it.
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Vell, we might. Let's see. We'Ill take
a look at that and revi ew our experience so far and
see how it goes.

If people want to set up canmp in
Sacranento the week of Decenber 15th and work through
the rest of the -- the only problem --

MS. BOME: You know, Alain, we had a
really good di scussion on risk adjustnent and | think
we | earned from one anot her, and hopefully we don't
have to rehash all of that again.

CHAI RVAN ENTHOVEN: |'m expecting with
risk adjustnment that |I'lIl nmake the changes that we're
suggested and we night be able to march through that
one in 15 minutes or | would |ike to hope so.

W'l see.

MS. DECKER: Renenber there are going
to be other people at that neeting, a different set
of the Task Force.

CHAI RVAN ENTHOVEN: Well, | just don't
know what to do about that. | nean, what is your

sense? Do you have sone different idea?

MS. DECKER: No. | just --
CHAI RVAN ENTHOVEN: | have a probl em
with the idea saying, well, we will just, you know,

nmove to Sacranento starting Decenmber 15. Any
problems with that is the fogs and so forth, but one
of themis that we need tinme between neetings to do

all this recycling.
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DR. ROVMERO | think this is a
reasonable timng, but | think that it's going to --
I think that the next big --

MS. BOMNE: It's going to require
di sci pli ne.

CHAI RVAN ENTHOVEN: | think part of the
discipline that's going to be required is people are
really going to have to prioritize and their coments
and their demands for rewites of the paper. | think
people need to really try to pinpoint the -- pinpoint
the points that they think are really inportant and
just hope to get those in through the revised paper.
We're not going to be able to rewite every paper to
everybody's satisfaction, obviously.

MR, LEE: Just one suggestion, many
i ssues that we can have in a one hour discussion on
the 28th woul d be hel pful because of staff has the
wonder ful |uxury of having al nbst a | onger w ndow
between then and the next neeting.

So it might be recomrended a two hour
di scussion if we have a sonmewhat shorter working tinme
to do redrafts and staff's consideration for
schedul i ng.

DR. ROVERO.  You're saying schedul e
| ess tine per paper?

MR, LEE: It might be hel pful to have
nore topics di scussed because hitting on the major

i ssues they can staff nore tinme to rework and cone
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back when we have two nmeetings in a row the next
time.

DR. ROVERO Since we're on the
subject, | would like to, | guess | would like to
invite your or anybody else's reaction to a
procedural question |I've got.

kay, say October 28th we have specific
papers which are going to be up for vote. People
have, let's say for the nmonment, a given nenber, you
know, has no real substantive di sagreement with it
but has wordsmith qui bbles. Are the nenbers prepared
to vote, in essence, conditionally, you know, vote
subject to direction of the staff, you' ve got to fix
these wordsmith. That's obviously ny preference,
yes.

MS. O SULLIVAN: Before | think you
said 10 days before, now you pensioned a week and it
just it really is difficult because it's not just
people at the table, it's organizations that just to
encour age that.

DR. ROVERO. CQur target is 10 days.

M5. O SULLIVAN: | understand, but it's
I just don't want to have us come in and say we can't
vote.

MS. SINGH You'll always have at | east
seven days.

CHAI RVAN ENTHOVEN. We're going to

conclude with comments from Barbara Smth, RN
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MR, RODCGERS: Just a question, when we
vote are we voting on reconmendati ons or are we
voting on the whol e paper because | woul d rather just
vote on recomrends and just wordsnith the background
and all that. | think if we could focus on that, it
woul d expedi te things.

DR. ROVERO. distinguish the background
papers frommnore the policy, | think, with the
background papers.

CHAI RVAN ENTHOVEN:. W need to approve
or not approve the paper, the Task Force, you know,
considers this its work product, okay, with the other
ones. | think that would be wonderful if we could
just argue it out on the recomendati ons and not try
to rewite the papers.

MR, RODGERS: | agree.

CHAl RVAN ENTHOVEN:  Let's thi nk about
that. |If that was widely acceptable that woul d be
great.

DR. ROVERO. That woul d be ny
recommendati on.

CHAI RVAN ENTHOVEN:  Bar bara Smi th.

M5. SMTH: | didn't conme here to speak
today, | came here to learn and listen, but the staff
had encouraged me to get up and say a few words.

I amthe chairperson of the Orange
County Managed Care Task Force. I|I'malso a

regi stered nurse and a consultant in nursing and
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managed care. W started this task force in June and
I would just like to give the Task Force a brief
sumary of who we are, what sonme of our concerns are,
and also we would like to publicly thank Dr. Phil
Ronero for having a conference call with us, our task
force, about a nonth ago on issues of the vul nerable
elderly in Orange County.

How we got started, we are a group of
concerned health care providers. The question cane
up are you bhipartisan, indeed we are. W're sinply
Orange County admini strators, doctors, nurses, folks
that work in residential care, subacute and acute
care that had one of our nonthly neetings in June.
And we had many issues all along for a year on
managed care, so we said let's invite representatives
from some managed care entities to cone and speak
with us.

We had a breakfast nmeeting with about
75 menbers of our group and we invited Pacifi Care,

Tal bert Medi cal Managenent and Kai ser Pernmanente who
were very nice to come and speak with us.

It was a very wi de cl ear gap between
where the rubber hits the road and presenters
concepts and theory, in other words what was observed
in the cromd was what experienced clinically at the
operational or the trench level with the vul nerable
el derly popul ati on was not what we were hearing in

terms of the theoretical health plans.

BARNEY, UNGERMANN & ASSOCI ATES (888) 326-5900

322



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

And there was al so we noticed a
know edge gap in ternms of one of the nenbers was not
famliar with what residential care was and the very
comon issues with the care of the elderly.

So we decide at that point to go to our
President Dr. Diane Dunn and who said naybe what we
need to do is forma managed care task force and
constructively see how can we inprove the care of
thi s vul nerabl e popul ati on.

In order to put together a mission
statement we referred to --

CHAI RVAN ENTHOVEN:  |'m worried that
you're not on a track that's going to get this
finished in three mnutes so could you get to the
recommendati ons and conclusions, please. |I'mreally
awfully sorry to do that, | apol ogi ze

MR. LEE: The staff is great about
circul ating copies of overheads to everyone. I|f you
give that to staff, all the nmenbers of the Task Force
will get that.

M5. SMTH: Basically |I just want to
make it clear that out m ssion cane out of the
commi ssi on out of Washington, D.C. And their report
on the vul nerable elderly.

One of the recomendations that we
would like to make is to take a serious | ook at
probl ematic cases in the inplenentation of case

managenent, particularly the use of the R N case
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manager with the vul nerable elderly popul ati on and
clinical supervision and ongoi ng assessnent and
nmoni toring of these cases.

We also would like to have the risk
adj ustment certainly considered for this group or
possi bly outlyers. Thank you very nuch.

CHAI RMAN ENTHOVEN: Thank you
Finally, Ms. Patti Strong, Services Center for
I ndependent Living.

MS. STRONG  Thank you for this
opportunity to testify and I thank all of you Task

Force nenbers for doing what you're doing.

At the very end of this very long day |

want to address an issue that may perhaps be falling

through the cracks. | don't think there's an expert
resource group addressing this issue. At the end of

this long day | want to talk about a | ong-term view.

We're all concerned with the issues of

quality, access and cost, and 1'd like to tease you
into thinking about whether or not sone of the
treatnment options and length of treatnents are
sufficient to be both quality and truly accessible

for people.

VWhat if you were a 40 year old who had

a stroke and you | ost your ability to speak and you
were told that with just four nonths of speech
therapy you had an 80 percent chance of regaining

your ability to speak but that your provider, your
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managed care provider would only give you four days
of treatnment? How would that inpact on cost to not
only you, the individual, in ternms of |ost earnings
and all kinds of ways, perhaps |ost relationships,
|l ost marriage, |ost social involvenment? What would
it cost the state in terns of [ost taxes paid in to,
you know, from someone with a job that [ost a job
but what would it also nmean in terns of you using up
your 20 nental health visits, your 40, you can't
speak and you can't regain the ability to speak
because you only have four treatments of speech
therapy. Don't you think that mnight be very
depressi ng?

So | just ask all of you because
don't think there is a portion of your Task Force
dedicated to the long termview, to please think
about the long-termviewin terns of interventions
that need to be made and need to be made in a tinely
manner because if they aren't given and if they
aren't given now when they're needed, they wll
really, in essence, cost the state far nore, never
mnd the individual, never mind the quality of life
i ssues, never mind conpassion issues, they will cost
the state far nore and indeed the insurer far nore
probably in acute needs that this person will present
| ater.

So pl ease think about |ong-termissues

in this very lengthy afternoon. Thank you.
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CHAI RVAN ENTHOVEN:  Thank you very
much. | think you rai sed sonme very inportant points
and |'ve reflected on that a lot. W have heard from
peopl e concerned and upset because their benefits ran
out, let's say they had coverage for 60 days of
rehabilitation therapy and thinking fromthe point of
view in the controversy over managed care, one way is
to say, well, that's really an enpl oyer purchasing
decision, let's say Cal PERS enpl oyee representatives
decide that's how nmuch we're going to buy. And the
trouble is it does | eave sone people with serious
| ong-term probl enms poorly cared for. But then
there's also a cost issue and it's alnpst as if we
ought to get back to nore traditional idea of
i nsurance which is the first thing i nsurance shoul d
do is protect the back end, the very big costs, even
with the expense of having hi gher co-paynents or
sonmething at the front end.

MS. STRONG Indeed. I'mreally
arguing for thinking of cost not only in the short
end, but in the long run for nany people.

CHAI RVAN ENTHOVEN: But paying for it
by saying we'll have higher co-paynents, not for poor
peopl e but for other people.

M5. STRONG W don't live in a fairy
tale world. Costs has to be nmet sonehow.

MS. BOWNE: But actually sonme of those

i ssues can be addressed both through actua
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disability insurance which relates to productivity
and, frankly, good case managenent. And | think what
you' re suggesting are to argue for good case
managenent where you identify the particul ar
circunstances in a particular case and short and

| ong-term gai ns and then can bend the rules, so to
speak, in order to get the right kinds of care
available to the patient.

And | know that -- | know with nmy own
conpany both in its long-termcare plans and its
disabilities plans, they would | ook at those kinds of
circunstances if you have that kind of policy.

CHAI RVAN ENTHOVEN:. Okay. Thank you
very much.

I think that concludes our business for
today. | want to thank the survivors for hanging in
there and |l ook forward to seeing you early in the

nmor ni ng on Cctober 28t h.
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